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RepontNTo The Chalrman

~ Subcommittee On The Handlcapped
Committee Qn-Labor And Human Resources

Unrted States Senate

il

»

Usé Of The Publlc Law 94 142 Set Asrde Shows

The Need For Improved Reportlng ¢

' Under the Education for All’ Handlcapped Children Act

{Public Law 94-142), each state may set aside far the
payment ¢§ administrative and direct and support services
26 percent of all the funds granted to it for.the educatiéh of

handicapped students. .In  fiscal year 1984, the $ 60 .

million set-aside repre§9nted the federal share in the

. suppott of responsibilities assigned by the act to the states

for this $1 billion program. Asked to determine the probable

" effect of mandating a change in the set aside, GAO found

that the average state flows through to local education
agencies more funds than the law requires and that the
states use the set-aside,money with the flexibility that the.
law intends. However, the state directors of speciad educa-

tion and GAQ’s analyses indicate that a mandated reduction’
could Iead to changes in the (ypes of agtivjties that are
" funded. . AN :

~Basic nationwide data on the set-aside are_lacking.
- Collecting such minimal mformatlonl»as the percentages .
n

that the stat8s retain, and including it in the Department of

* Education’s annual +eport to the Congress, would help,

provide at little cqst or burden better datd than are available

" about how the srateh s perform their responsubulltges in the

_overall program for andrcapped chrldren
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METHODOLOGY DIVISION
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The Honorable Lowell Weiéker, Jr.

UNITED STATES GENERAL ACCOUNTING OFFICE
' WASHINGTON. D.C. 20648 )

AND

’

Chairman, Subcommittge ) _ v
on the Handicappe ‘ ‘ ’
Committee on Labor and

- Huhan Resources

T -

United States Senate dp

Yo

Déar Mr. Chairman: | - , .ot

This report responds to your, request for, a study of the

* Public Law 94-142 state set-aside. It describes how the states

,are currently using these funds and analyzes the likely effect: of
"a shift. in. she set-aside proportion. Based on this review, the
report presents a matter for consideration by the Subcom ittee,

namely, the need for regularly collected ‘nationwide data- on the
set-aside. i L,

As arranged with your office, unless you publicly announce
its contents earlier, we plan no further distribution of this
report . until three '‘days from the date of the report. At that
time, we will send ¢opies to interested parties and make copies
available o others on request..

~Sincerely,

‘Fleanor Chelimsky .
_ Director ' oo

) -
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REPORT TO THE SUBCOMMITTEE
ON' THE WANDlcAPPED - .
COMMITTEE ON. LABOR AND

4

ACCOUNTING OFFICE

- FOR IMPROVFD REPORTING

HUMAN RESOURCES .

UNITED STATES SENATE =~ . : .

DIGEST * oL T
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The states are allowed to set ‘aside up to

+ 25 percent of their grants under the Educatioﬁ

for All Handiqapped Children Act of 1975,
Puplic Law 94-142,\for their own allocation
under broad federal 9u1de11nes.- Each state’

“must flow through at least 75 percent of its.

grant to local education agencies. .In fiscal
year 1984, Public Law 94-142 activities were
funded with* slightly more than $1 billion, of
which 25 percent, or more than $250 million,
was set aside for allocation by state educa-
tion agencies. . Comparatively little attention
has been paid to the use of the set- aside.

‘Research has been directed mostly toward

understanding the flow-through funds. - -

The chairmanyof the Subcommittee on the Handi-
capped of the Senate Committee on Labor and
Human Resources asked GAO to provide current
evaluative- inf@rmation that would allaw -

' generalizations about the use and effects of

the Pyblic Law 94-142 state set-aside. More
specifidally, the chairman asked GAO to iden-

-tify current uges of the set-aside (including

Tear Shéet

the .functions that the set-aside is ful=
fllllnq, and the types of activ1t1es that are
funded), and to assess “the probable effect of
shifting the relatise proportion of funds
between state-and local educatlon agencies. .

OBJECTIVESJ SCOPR, AND METHODOLOGY o

To answex the chairman's: requegt, GAO . col—
lected data From three sources: (1) a

" national telephone survey of stdte offices of

specialy education in 48 states (Hawaii, New .
Mexico, and the District of Columbia were
excluded), (2) interviews -with federal and
state gfficidls, local educators, and .8pecial

interest qroups, and (3).visfts to sites in -

3 states.,® GAO's study design was. intended to*
produce informatlon that would allow

«

N
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USE OF THE,LPUBLIC LAW 94 142 SET-
ASIDE SHOWS BOTH.THE FLEXIBILITY
INSMNDED. BY THE LAW AND THE NEED
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~ . THE 25% PERCENT SET-ASIDE? o

’ ) ’ \ )w' ,
1 . \ . [
. 2 ' . . . '. -l . . .
nationwide qeneralizations ah@ut the Publlc LY
Law 94-142 set~a31de. (ppe 7-12) n , _ _ P

PROBLFMS IN REPORTING FINANCIAL DATA

Collecting financial information necessary ‘to
conduct the review was difficult for two
reasons. First, while there'are fedefal
reporting requirements for planned uses of the
- set-aside, no information.is required for 7
‘actual expenditures in this $250 mijllion \ . . -
‘program, While some -states.do voluntarily g -
provide partial expendlture information in
their annual performance reports to the
Departpent of Education, GAO fbupd the
information from these reports of little use
- given the absence of a-'standard set of
‘categories or descriptors. for set-aside
activities, - Moreover, the absence'of standard
reporting categories also means. that the Y
‘states keep records in different ways that. ‘are . ’
not always consistent with the cétegorles for
'which GAO requested 1nformat10n. -

e J

second, the states are allowed to reserve a 1 -
portion of a current-year's set-aside funds '
. and .carry them over into the/following year.

* The respondénts to GAO's survey could not, for
the most part, M stinguish between various’

- allotments &6f funds. Therefore, GAO studied
the use of set-aside money not in the federal
but in the state fiscal year 1984 (July .1, .
1983, to June 30, 1984, for all but ' T
3 states) (pp. 12-13) - E

. Because of these two problems, the financial
informat fon collected by GAO should be inter-
'preted as estimates, .not as precise fiqures.,

DO THE :STATES RETAIN | R -

A- state may. set aside 25 ercent of its Public
Law 94~142 grant., Up tohl percent of its

drant (or $300,000, whichever is greater) may

be used for the administrative cost of .

carrying out the law. The remainder of ‘the
set-aside (that is, approximately 20 percent -

« ‘of the total grant) may be used for direct and

support sérvices. GAO found that the majority
. of the states do not retain the fyll

25 percent. No state exceeds the 25-percent’
limit., - ot o

ii T et l | :‘ l '
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. on the averdge, the stgtes retain abéut . - DR
. 20 percent of_.thedir grants. The voluntary - )

.. reduction means £hat the states let - ... IR

, . - $53 million more flow through to local . ‘o N
. education agencies in 1984 than they would \\ 3
N have if they had set aside the full ‘ ) : NN
25 perbent (p. 14) . ) ~ S - .

PR

o

oy
T

v 7 s ¥ .
. |’!.h\ - Most of the states reta%ned the- 5- percent . .
! -+ maximum for admiqlstratlon.\ Only six states NV R 'u -
retained. less. than 5 percent. Three percent Sh i
v - .+ was the smallest amount retained (p. 15)

. However, some states whose numbers of handi-" oo . '
. ( o capped children are lower than in-other statbs k L;
.ot « May retain $300,000 for administration, an’ L

- amount ‘that may be more than 5 percent of .an

award, GAO identified 11 "small" states (as.- - ¢
- defined by child ‘count), all of which retained".
o ~ more than the 5-perctnt set-agide that is
R ° ' otherwise allowed for adm1n1strat10n. L
- “(p. 15} Tt : \
\

; Most of. the states retained.less than
o - 20" percent of their grants for direct and
. - support services. Qf the 48 states that GAO. .
© surveyed, '35 ‘retained less. On the avérage,
.+ the states retained 14 percent for direct and
support services. (pp. 15-1%)
R ' -
: WHAT FUNCTIONS DOES
"o . THE SET-ASIPE SERVE? .- . \\:;/
f ‘ - State directors of special educatioft identi- -
5 ‘fied a variety of. broad’ purposes being serwved
L by the qet -aside. Most frequently, they men-
" tioned the quarantee of a free and appropriate
-~ public education for handicapped students
(54 percent) and monitoring compliance aith AN
- ' ..the law (44 percent). Crisis intervéntion,
filling gaps in spe01al education, and
Y inguring due process were also mentioned S
©ot. ctep.t27-28). O -

.

»

Public Law 94-142 and. its regulations set
- forth seven broad functiong for the set-aside:
- ¢1) administration of the .arinual program plan
-« . and planning at the dfate level;j (2) approval,
S supervigion, monitoring,.and evaluation of
i local programs and’ projects; (3) assistance to
.'local agencies id planning programs and projects;:

(4) technical assistance to local agencies; (5) ’
) leadership and consultative services- (6) support
[ - . w o -
_Tear. Sheet : ’ g .' .y T - )
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services° and (7) direct services'to handicapped -
children by. the state, by contract, or by, other . .

. arrangements. (GAO ‘found that reported useés of
‘the set-aside are’ conslstent with these functions.

(pp. 25-27)

‘use of the set-aside for direc _
" services. Forty-sevenh states were able to

WHAT TYPES OF ACTIVITIES  ° + -
ARE BEING FUNDED? : |

4

GAO Found™ more s1m11ar1ties i t e states' use
of the administrative set- a31§§ than in their

and .support

describe how they ysed the administrative

funds. .All repdrt’d using this money to fuand
administrators, supervisors, and other _ : ¥
personnel in department operations. All also . \\;\\
funded support personnel .{secretaries, data
proceéssorg, and so on). Thirty-three of these .

47 states funded program operationsg personnel
(consultants, psychologists, and other .
specialists). Of the $47,776,000 set-aside

regortedly spent for administration by these

.47 states in 1984, 45 percent was-used to fund

personnel- in these three categorles. (pp.

17-20)

,

The. most frequent use of the d:rect and

support. services portion. of the -'set-aside was
the” fundlgg of .activities related to comprehen-
sive systems of personnel development, with which
the states assess training needs and provi

_tra1n1ng ‘or technical assistance at the local

ievel. Forty-one states described_ their direﬁt e
and support services, and 32 of these _ .
reported using set -aside’ dollars for this .
purpose. Thirteen percent of the average

state's direct and support service set-aside
dollars and 12 percent of the $122,659,000
expenditure on direct and support services
reported by the 41 states for- 1984 went to the

.eomprehensive systems of personnel

develdpment.’ (pp. 21-23)

But the states put’ the direct and support
services money to a considerable number of
other lUses as well., About half the states

used it for modél programs, 20 states used it
to develop materials, 19 states used it to sup-

_ port vocational rograms and advisory panels).

18 states funded "related services" hecessary in
the education of the handicapped (inclufling
corxeckive and developmental services, among

. . . .
) L f

iy l ' -
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(pp.-21-22) . T

"'partlcularly with the direct ‘and. support

\

v i

-other things), 17 funded research and qyakuation," E
and 15 funded residential placement prdgrams, - - LS
assesgment. centers, ahd interagency qv_t L

. : - T e A0V o
. “The overalL ‘pitture sho®s that" statesf%'

\_USIHQ the flexibility -that the leglslation and o

regulations allow. The result is great
variation in the-activities that are funded,

‘

serv1ces money.: _ . . er
| WHAT WOULDSE THE LIKELY EFFECT . o i
'OF_SHIFTING THE PROPORTION o R

OF SET-ASIDE FUNDS? ' T o o

GRO. did’ a variety of analyses to answer this .. | e, AN

question., GAO first examined trends\to
determine if voluntary 'shifts already had
occutred in the proportion of .the grants:

that the states retain. Second, GAO .. ° e . .
investigated the nature and extent of - S o
differences  in ‘states reta1n1ng kigh and 1low . e Y |

prOportlons Of the set-aside as a:way of’ . . -

. ‘'seeing what activitieg states might a§id or .

drop if the proportions shifted, Third, GAO

"described the other sources of funds states

'types of activi®es funded.

used to help meet thé costs of act1v1t1es - ’
funded by the set-aside. - Finally, GAO asked ’
state d1rectors of spec1a1 educatlon for their . y .
views on the 11ke1y qffect of a mandated shift., = " K

'The trend 1n)voluntary shifts S B

Since 1979, fewer states have retalned the
full 25-percent set-aside each-year, In 1979,
32 statels retained the full amount. The .
number drbpped steadlly to 19 in 1984, . A
Betwéen 15 and 18 states have changed the ' )
‘retained proportion of their grants each year ; o 2
since 1979. Those that changéd what they retained I'V_ S
by as much as 1 percent generally decreased it, -
giving as a reason the greater need for’ the
money at .the local than at- the state level,
~(pp. 31-32) e .

Differences in types.
of funded activities

La s
ety '

GAO examined“nhether states retaining high'
prgoportions of their grants differ from states
retaining low proportions of thelr grants in



. . In relation to admihnistration, GAO foupd no - -
' ‘differences among states. That is, on the .
‘average, both the statee,that retainel less -
than 15 percent of their awards and the states
that retained the maximum 25 percent. funded

the same number of administrative personnel

with their set-asides (abgut 27) (p. 33)

In contrast, there were clear dlfferences in®
direct and\support services between states in
these two cajegories. The states that
retained 1es§ than. 15 percént spent a’ smaller
proportion o thelryset -asides on research and
@Valuation, vdcational education,' preschool.

. programs, and traiming for parents and spent a

. larger progortlon on the comprehensive .systems

of personn€l development, model programs,

‘ - - assessment centers, and residential placement

s e (p. 36) - 1

P . The useggf other funding sources

v . Half of the states used only the set~aside to .
fupd tke support staff involved in administering,K % -
the set-aside. At least half that funded fiscal
. managers and legal and procedural personnel. .
. from the set- a51de supported them with that
' + sourge alone.’’ --However, no ‘administrative

. category funded by the set-aside depends exclu-

g - sively on 'the set-aside ih every state: for
admlnlstratlve functlons, most supplemented .
the set-aside with other state funds.

" . (p. 39y. ' .y . )
¥ . \,.- .
Elghteen or more states used the set4a31de to
) fund model programs, advisory panels, materlals
- development, and related services necessary to -
support ‘the education of the handigapped. These
- four direct and support services depended wholly
on the set-aside in at least half of thgse states,
according to their reports. As with the’'admini-
strative functions, %owever, no direct and
suppdrt service was suppprted with only the
v _ set-aside in every state. Nearly all these
services wreceived state funds, and nearly &ll
. “ egelved other federal funds 1n some states,
g p. 39-41)
SR

:‘sfaction with the' status quo

-t ‘ Nearly two: thirds of the state directors of
' ' " special educatiqn were satisfied with current
. allocations of admlnxstratlve, direct and
. suppprt'service, and flow—through'fuﬁds,_

+
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. \aLthoth eight dlrectors of small states had ' : . _
* ‘difficulty with the limit on.adminis ‘rative _ .+

' particularly with the dirfct and support -

expenditures Overall, the state directors - - .
indicated that a decrease in e1ther:port10n of
the sét-a51ﬁe would have more effect than an

increase. (pp. 43-46) , v o . e

& -

“The majorlty of the-state dlrectors said that

a decrease:1in admlnlstratlve'money would mean
cuts in staff and service Ten directors of &' :
large states (of the 35 dijectors who o ) _ '
addressed “this quéstion) told GAO that a ' _ N
decrease im,direct and suppdrt service money _ \
would have ngkeffectwon-thei programs, .but “ ' ’ \\

more than one, third indicated that it would
result ip flewdr stat® initia ives. (pp. 43-45)- : _ A

$

In total, GAO s" analyses of the likely effect ' _ \

_of a mandate¢ 'shiftein the sef-aside
"proportion show that while t
already shifted furds on their
change would -not bey favored by

» Moreove

states have
own, a mandated
state directors -

. 'the analyses ‘ /
states ;

.retainipg different pRoportiond of their

dwards are consistent yith theidea that a o :
mandated shift could - be} accompgdnied by a : . : s
nd sypport '

, 5 infoymation isgnot. _
suffieient to commerit on\\the ayailability of . S
nonfederal .funds to suppoYt acfivities that -
might be»droppedﬁlb the f such-a shift,

.
(Y ] -

CONCLUSTIONS
The states' us of the setd ; .
with the federal legislatidn/and meets.theéir. - . .
needs: GAQ found, howeve :that several other 4
issues deserve attentxon. B - "o

) / R
Whlle 29 states set -aside léss thq .25 pefcent ‘ ) :
of their ggants, 19 states det asife the full ' & ' RO
' 25 percent that is allowed. | A aecnease Sf S '

‘A

’, . . +
. i '

/Lettlng the s'tates make v l‘ntary reductions

would appear to conform
intention of givimng the
their decisionmaking.

‘the leqislatlve
es fleX1b111ty in
51)
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v T } serVLEe mone&. Therefore, if the Congress wants "
Certain activities to be supported by the.
set-aside in all states, then more specific .
guidance is needed., Correspondingly, if there =~ v
are Activities states are fundlng that the
Congress believes should not’ be supported by _
the set-aside, more . specific .direction is also \
needed (p P1) :

’

’

rtthough 8 dlrectors of the 11 small states LT
.~ . are dissatisfied with the $300,000 cap on
administrative expenditures, GAO did not find
that other ev1dence is sufficient to comment
~on the merits of raising the cap. However,;
‘because dissatisfaction among thé small states
. is widespread, the argument that they should
have flexibility in allocating a larger
' ‘percentage of funds for administrative
_ purposes is worth' investigating. (p. 51)

. N —

, MAETER-FOR'CONSIDERATIQN B
BY THE SUBCOMMITTEE ‘.

A_matter for con81derat10n by ‘the subcommittee:
is the fact that no national data have been |
— available for monitoring,or evaluating the set-.
&, aside program. The current regqulations do not
) ire the states to report even mipimal
\1nfo mgtlon such as the proportion: they retain
rom their grants and the propagtions they use
r adminigtration and, direct and suppoxt = °
rvices, each year. If,this basic’ 1nformat10n=
. wlre avdilable,' it would at least be possible .
to \track trends in state and local allocatlons
.- and\to determime, among ‘other - .things, whether
' . the:!-states are,cOntlnu}ng to make voluntary
© reduc 'ons in the set-aside,.

tncluding .oy : 1nformat10n in the Department

of qucat‘onVs .annual report to the Congress

on Public iy 94-142 would provide mational

data that.E'e not now available for making

decisions abyput this $250 millionwprogram,

. GAO does nat Yelieve that collecting and

reporting khis\ information would add greatly’

"« to the states' or the department's burden. -

. (pp. 51-32) :

] . * . . s
12 2’ .

¥ GENCY COMMENTS .

] P4

Officials of the D rtment- of Education . .
réviewed d draft of \this report, and their i S
- oral comments have b&en incorporated as f .
appropriate. Overall they found the report g

x4 ' v, "
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to be acéurate and agreed w1th GAQ's

cancluding observations, - ‘However, in the view -

of these officials, even minimaldly’ additional
teportlng provisions for thé set-aside would

1likely require statutory or regulatory -
changes. " ‘ D .
A X ) - . .
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I | , " CHAPTER 1

) L

EXAMINING THE EFFECT OF THE  SET-ASIDE,

The Fducation for All Handicapped €hildren Act of 1975 T

',Puhlic Law 94-142, established the second largest federal pro—

gram in elementary and secondary education. It is surpaqeéd
only by chapter 1 of the Fducation Consolidation and Improvement
Act of 1981. 1In fiscal year -t984, the program wasg Eundqg_glth
slightly more than $1 bjillion. Of this, 25 percent, or mote' [
than»$250 million, zas set aside for allocation byPthe states

while the rest wa\\vilowed to Flow through directly to local
education agencies o _
¢ - ' - :
‘Public Law 94 142 mandates a free, approprlaée publlc
education for every school-aged handicapped child, 1t is
authorized as part B of tHe Education of tfie Handicapped Act,

as amended (20 U.S. 1411-1418), which operates as a

state-formula grantfprogram with federal, 'state, and local N
" responsibilities ta

fulfill the mandate and” fugds for these
purposes. The program is administered at ‘the federal level by =~
‘the Office" of Special qucation Proqrams (OSEP) in the’ U S. '
'Department "of Educdtion. / , v
OSEP 1nd1cated that 4,052,576 children were regeiving.. T
services under this program on December 1, 1983, The states,
the District of Columbla, and Puerto Rico recelved about $25 for
-each child in fiscal year 1984.' OFf this.amount [g$193 was
de31gnated as flow-through and $64 was de51qnated as set-aside.,
iy The set-aside is the subject of this report. 1In conducting
an oversight review of Public Law 94-142, the chairman of the
Subcommittee on the Handicapped of the Senate Committee on Labor
and Human Resounces requested tpat we provide current evaluative'
information useagl for generalizing about the use and effects of
.funds retained uhder the law by state education aqenc1es . {The
request -letter is reprinted in appendlx I.) . a '

THE DEFINLHION OF "SET-ASIDE"
'S *

. The bulk of the program funds under Public Law 94-142 is
dletributed to the states by a formula that is based on their
*chidld count," or the number, of handicapped children :identified

L]

“and served. ° Fach state, in turn, redLstPibutes at least 7% per- .

cent of -its.grant as_ "flow-through" funds to local education

- agencies, basing the distribution on_ the number of handicapped

students identified and sérved by each aqency The remaining
25 percent is "set aside."

~

.

'X slightly different'funding formula was used for American
Samoa, the Bureau of Indian Afﬁairs, Guam, North Mariana, the
Trust Territory of the Pacific’islands, and ?he Virgin Islands.

v
»
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. g&edefél legislation and regulations divide the 25-percent
set-a%ide into two broad categories: (1) administration and (2)

~dirkct and support services. A state may use 5 percent of its

total allbtment (or $300,000, whichever is greater) for : '
administrative+costs related to camfying out its ' :
respondgibilities under Public Law 934-142, According to the
requlations, these costs may be for administering the annual
program plan and planning at the state level; approving,
supervisins, monitoring, and evaluating the effectiveness of
local programs and projects; providing technical assistance to
local educétion agencies;ﬁg;oviding leadership services for
program supervision and the management of special education
activities for handicapped children; ahd supplying other state
leadership and- gonsultative services.
. “« ! 3 - \. ‘

‘The set—aside~&unds that are npt used for administration
may be used for direct and support services. Direct services
are defined in the regulationsg as services provided to a
handicapped student by the state directly,.by contract, or
through other arrangements. Support services can- include
implementing a comprehensive system of personnel development, -
recruiting and training hearing officers and surrggate parents,
and conducting public information and parent-training activities
related to a free, appropriate, public education for handicapped
children. The funds that are not used for administration.or
direct and support services go to the local education,agéﬂ%ies
as part of the flow-through.. , (

WHY THE SET-ASIDE WAS ENACTED - .

1

Public Law 94-142 not only indicates a federal presence and

' _commitment to special education; it alsa mandates specific

behavior from the 3tate and local education agencies that choosge
to participate. - The state educatign agencies are treated as
partners and ‘are given responsibility for insuring the
compliance of local education agencies with the law, disbursing
fdnds,.aﬁH overseeing implementation. The local education v

“agencies are charged, among their other responsibilities, with

identifying handicapped students and developing for each child
an individualized education program that includes education in
the least restrictive environment, all special éducation that is
neFded, and related services. ) '
Before the law was enacted, nearly all the states had some
mandated sspecial education programs, but few could meet 1 the
new federal reguirements. Therefore, after the law's passage, -
most states hafl to change their statutes and regulations to’ -
comply with t?ém. The ‘degree of change on the part of .state and-

‘local education agencies that the Congress expected.is evidenced
‘by both the léad time given for implementation (nearly 3-‘years)

and the provision of the set-aside for the state agencies with
the new responsibilitieg that went along with it. The federal
government required thé’states to submit at a minimum a. plkan to

B
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OSEP once-a year- (currently, every 3 years), review child coynts

ang distribute funds to local agencies, establish and maintain

. due process, monitor local agencies for compliance, and .provide

‘ them with technical assistance. These mandatés forced the state
agencies into new.roles, pdrtlcularly the roles of monitor and * -
leader.,

As the federal government required new behavior from the
states, the local ‘education agencies looked to them for .quidance
and direction. The local agencies needed assistance in
ihterpreting certain procedural: requ1rements of ,the law, such  as

.. that for the individualizéd education pragrams, They needed -
hedp in 1dent1fy1hq handicapped students 4nd increasing the
« = number of special education teachers and theraplsts. ‘They often . °
turned to the state, agenc1e9 for suggesblons on 1mp1ement1ng
spec1f1c provigions® of the law and-asked the state.adgencies to s
, expand a range of state.activities, from coordinating services in
" sparsely populated areas to loQbyinq ‘the Congress.

The- Congress clearl acknowledged the bhanglnq roles af the
state adencies.. Thé amount and distribution of set-aside and
flow-through funds were debated during the ‘pa%sage of Public Law 2
'94-142, ° The comptomise that was passed provided a j0-percent- , o
flow-through to tocdl d1str1cts and up to a. 50- -percg t set-aside ¢
for state use’ durlng the'first year of operations. 'After . . T
the first-year start-up, the amounts changed to theicurrent
minimum 75-percent flow-through and max1hum 25-percent -
.~ » set-aside:” . ! "

- -
¢ S s e L4 .

' S
The set-aside has many elements of a block gran; in the
flex1b111ty that states are allowed .for. determlnlng priorities,. :
» 1in the very modest oversight and review requ1red prior to ° . : \
c, expenditures, and in the permlss1on of great variation between, '
< the states .in actual ‘allldcations. The $250 mrlllon of the 1984
, set ~aside. reflects congressional recoqnltion of ' the new and-.exten-
- sive responsibilities given state agencies under Public DLaw 94-142
' and congressxonal accommodation of .the ‘different needs of the.
» . states, At issue now is whether the federal prescrlptlon and ..
support of state roles should sh1ft yet agaln.

EXISTING INFORMATION ON THE SET-ASIDE . =~ _ ° e
, Although Public Law 94~ 142 has stlmulated much discussion
s and.research, relatively Iittle informagion has been gathered on
the functions or broad purposes of the set-aside ‘or on the
~anount of the set-aside-that the-states choose to flow through
to local:school districts. The information that exists is
largely a by-product of studiestaddressing issues othetr than the
set-aside, and the data,-for the most part, are based smali
numbers of states and are not recent. Our discussions yith OSEP
staff and experts in the field and our review of OSEP reports
_and previous eva&luations ylelded little informatiofh on the
set-aside that is either comprehensive or current.

.
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, Although OSEP reduires the states to subm1t 3-year prdgram
plans, these documentg provide information only on the way$ the
states plan to use the set-aside. There are no details on|’ : ' ’
| actual administrativd, direct And'support, or flow-through '
: expenditures or on the activities that are actually funded.
Similarly, the states' annual performance:reports on the use of
their Public Lay 94-142 grants do not require data on. set-aside
‘expenditures. - Although some states provide some expenditure
~ information, the lack of a standard set of reporting categories ' 0
gives this 1nformat10n limited utility.

Data from natlonaﬁrorganizations

L]

_ The only nationw1de data on the set-as1de come from two
surveys conducted by the N#ional Association of State Directors _
of Spe01a1 Education (NASDSE), a professional association fuhded . T
in part by OSEP. - Relying on the states' reports, the first of -
the two surveys .found that 20 states in 1979-80 -£1lowed through t
. the 75-percent minimum to local education agencies, 2 flowed
tfrough 1Q0 percent or more, and 19 flowed through an amount . . o
between these extremes;2 Nine stages did not provide, informa- '
tion. NASDSE-also surveyed 9 selected states in 1983 and found |
. that 1 state flowed through the minimum 75 percent and the 8
others.flowed through more. )
T while- it is interesting, NASDSE"'s 1983 survey does not
permit meaningful comparisons to its ®arlier and larger effort. _ S
The difficulties include the nonrandom selection of the nine . - A 5
states in the: 1983 sample, the failure of the 1979-80 survey to -
ask the states to report the percentages of funds retained for - ’ |
adminjstration and for direct and support services; and the ) ‘
risks in interpreting trends, given only twa points in time. " <
"Together, the studies underscore the need for higtorical data on
the set-aside and suggest that the percentages that the. stateg
hdve retained ‘have changed,

’ . ) B
.

dprller evaluations of set-aside" uses T .
,’ ] ﬁe . .- ) .
C . Relatively few studies have examined the use of Public Law
94-142 set-aside funds. Only four arer useful for our purposes.’
One study examined one state (Arizona) during one year (Eisciz\\\

year 1981) and reported that-

D
3 o

. \ ’ ) i ) .
- o e .y

2phe states are allowed to carry over unexpended funds from’ the
previous fiscal yeay. The data do not! consistently ijpdicate
whether the percentage flow-throughs are based on a single-year
grant or on multiyear grants. See, NASDSE, Report on SEA Use¥
of Part B Discretionary Funds (Washingtqn, N.C.: December
19873). .
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-—80 percent of the state's grant was- d1str1buted directly

to 1oca1 school " distrlcts, : . ,

. L 4 [ ' . !

. ==5 percent was retained for adm1n1strat10n, primarily for
. dlstrlbutlng ,and approving . appllcatlon from local
education agenc1es (which are required for flow-through
funds) and for monitoring programs; and
-15 percent was awardéd competltively for programs
intended to serve handicapped students pr1mar11y in rural-
areas. : :

-

The three other. esaluatlons exémlned uses of the ‘set-

aside,, Fach was conducted in nine states. | (One of the studies

dld ‘not reveal which nine states were studied, and in the two
other studles thtde states were overlapped ) Blagchke et al. .
found -that thé states, ‘'varied widely .in the their use of the set-
aside4  oOne state, for example, funded. statewide ﬂrOJects in
technical assiktance and in-sérvice training that provided ..., *
services useful to both the state apd local agencies; another- :
state targeted the set-aside to districts with inadequate serv-
ices and long waiting lists; stillr other states used. tEe set—

dside to 1everage more state funds. Nonetheless, the uthors »
dﬁscovered that the portion ‘of the set-asjyde used for .direct” and
.support services was.viewed by state agengy staff as the- "most
significant" federal confribution to the implementatlon of
Public Law, 94r142 ' N ) _ . . . .

[ 4
A -
-

One of the studies exgmined the ways that. the state . " o
agencies allocate and manage their Public Dhaw 94-142 ‘awards, >
Wide variation was found in the total percentage of funds
allocated for direct and support services and in the.specific
activitiés fumded.. The most common allocations and activities
(in descendlng order) were Coe .

~

intermediate educational.units for programs such as
vocational educat’ion, preschool educatlon, and
: personnel development" N . -

-=--grants and contracts to local education agencies and "‘g
[

vy , . ‘ ) . -
N - . |}

- ‘e
° L -

. de ‘o

: 3Lrllian Reed, "DLstr1but10n of Federal Money W1thin the )

tates," Jounpal of Learning D1sab111t1es, 14 61(19815, ;
’25 29, . _ 1
P _ L
4Char1es L. Blaschke et a1., P.L. 94-142: A Study of the
Implementatlon and Impact atdthe State Level, vol. 1, Final
Report (Falls Church Va.: Edycation Turnkey Systems, August
1981) - '

-

i, ' . * X . \
5Margaret A. Thomas, State Allocation arid ; Management of P.L.
94-142 Funds (Santa Monica, Callf* - Rana Corp.,‘T§80)

oy
!ﬁi

R -
oy e .‘t....._‘.___._.__mm_nﬁu_m“_uumgﬁmtww_wnmd_m%



-=—-grants and COntra ts to regional centers for
administrative cas®s, "child find" programs, staff .
development, technical assistance, and information for

' parents- " N . - o
. Dy :

~-direct"serv1ces, 1nclud1nq spe01al school tuition and
transportation, and programs, in state-operated
e institutions;
i o
—6per$onnel'developmenf systgms;-and

--reseéarch and development projects.

-Explanations of differences ‘in spendinq'behamior wée found

to include a state's special-education history prrpr to the .
enactment of Public Law 94-142, 'standard operatinq-procedures,
demography (population density, for example), politidal climate,
fiscal solvency, and financial goals. . »:

»
\

The most recent accountlng,' set~aside.fundsﬁcomes gwom
the 1983 NASDSE survey mentioned above. qeate-direptors £
spe01a1 educataon\reported that . funds were 'critical" in

\ .

" --initiating. service to special pOpuIations, T e

-—eipanding service options,
—-improving progfam quality,. ’( o | B

°

——supplementing local”oapacity,

--meeting short-term or emergency local'needs, and
, —~ama551ng funds for cooperative ventures-with other state
agenc1es. : :
. ‘ _
Despite the variatlon in the states, most of them used a

significant portion of the direct and support portion of the |

set-aside to provide direct qr support s€rvices for spec1al L

populations (for example, severely handicapped or
multihandicappéd students and infants) and ~technical asslstance,
training, and information serviges. ounts and projects were

specified state by state, but np explanations for differences ih

behavior were offered ,

-

In table 1, we indicate the activ1t1es funded by the \
set-aside as determined from these fourastudies. Caution should
be exercised in using the table, because':it has been
constructed from our jnterpretation of thejstudies, someé of
which listed by state the activities that f#ach one- supported
with the set<aside and some of which 1, sted only a few anecdotal
examples. Furthermore, -the list in the table i8s not exhaustive;
we eliminated activitibs that were mentioned only.once. Thus,
while the table suggests that states are using the set-aside to

{4
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Table 1 _ ‘ -

State Activities Funded
" by the‘?ﬁBIIE’EEW*?T:TTI”§E€3,£1dea

Activity BlaschkeP ' NASDSEC Reedd  Thomas®
Administration: o - * o * *

" Child find programs * * N
Personn¢l development . koo o~ *
‘Research and development . * L
Services'to special NN * _ * *

populations . : : ©
Technical assistance. ok * _ *
Tuition S A S *
Vocational €ducation , - , * ' *
a* = activity‘was mentioned.

bcharles .. Blaschke et al.//b.L. 94-142: A .Study of the Imple-
mentation and Impact at the State Level, vol., 1, Final Repqrt
(Falls Church, Va.: Education Turnkey Systems, August 19819,

CNASDSE, Report -on SEA Use of Part B DiscretionarggFunds
(Washington, D.C.: December 1983), T T

dLillibkn Reed, "Digtribution of Federal Money Within the States,"
.Journal of Learhind Disabilities, 14:6 (198 325-29. _

€Margaret A. Thomas, State Allocation and' Map#fement of P.L.
94-142 Funds (Santa Monica, Calif.:‘* Ranﬁ Corp., 1980). ct

v '~

.

fund a wide variety of activities, the need for more definitive

national information is apparent.
' ‘ i
¢

OBJECTIVES, SCOPE; AND METHODOLOGY
. N\ R 2

» k '. | - l N
The chalrman.of the Senate Subcommittgg,on the Handlcappgd
asked. us for answers to the following questibns on the use an

- effects of the Public Law.94-142 funds that are retained by the

state education agencies: Y .
. ' . . ri‘;‘.
. =-What functions are the 25-percent set~aside funds
Ch fulfilling in the service of thisllaw? What activities
support -these “functions?, : - '

--What is the relationship between this money and other

o federal and state support for state offices with special-

-education functions? Has this money.been used to
k supplant other federal or state funds? '
‘--What is the\prbbable effect on how state offices of
special education function if the proportién of funds'
gqoing to state education agencies relative to local
education agencies were shifted?. oy ' i

i - » 23
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3. what would,be the likely effect.df

% )
. L4 ' a
\ et
{ oo
Figure 1
~Our Evalwation Questions
. ' . N
Questions and subquestions v

§ . . . .. v °
1. What functions a the 25-percent set-
aside funds fulfilling in the service
f -Public Law 94-1427
v
a. How do ‘Iates use the administra—

v " tive portion:of the set-aside? Al

b. How do states use the direct and
"~ support éergices portion of the
set-aside?

c. Who decides what percentage will
be retained and how the set-~ aside
will be uséd?

d. what is the relationshlp between
set—aside use and legislative _
intent? \ -

e. In the opinion of interest groups,
what are the set—aside's functiofis?

2. Wwhat is the relationghip betweéen the’
set-aside funds and other federal and

,state support for state. offices of

special educat ion? ‘oL

a. What prdportions of state\ budgets
for special education come from
set-aside :and from other £ deral

X ) state, and local sources?

b. To what extent do activittes

" ed by the set-asﬂde.depend on
aside funds?

shifting tﬁe allocation of the set-
aside?

4. What -shift has occurred in the
\ proportion of funds states retain?
at are the differences in activ-
ities funded by states retaining
different proportions of their

- grants? .
: /ﬁ« c. What bther funding sources support

actiwities. funded with the get-
agide? ot

d. According to various groups, how
would a shift in the allocation of
.Fhe set~asideé affect the program?

Ve -
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" As we show in,. flgure 1, each.of these questidns was divided into
" further questions. - The three main. questlons and their®. . /,v//ﬂ“

Squuestions prov1hed the framework™ for our evaluatlon and for.
this report N . B !
De51gn con31denatlons

) » . .

The etudy de51ga ant1c1pated in the chalrman s request was*

one that would consist of case studies. in selected.sfates .
Given the short response#time that was asked for .and: the concern
for- congiderable detail on how programs function, the kich data
that case studies provide seemed the approprlate-approach o
There was a potential difficulty, however’,.in that we might. ot R

¢ S : - R :

" "be able to select a représentatiye group 6f ‘states’ because of =

. information there,ls is irficomplete (there are no data :ﬁS£U1 for , - .-
‘_‘generallzatlon on' all 1ssues, variables, or states), a -

.. on-stte in stfuctured .ihferviéws with chief state school ,
- pfficers, state directors of special education, and the . .

.state, \and local shares: of

‘such th1ngs as the unavailability of data and extreme variatidn S
in the states. ‘As we noted above, 'bur preliminary analySLS , o
indicated that the available data are old (and theréfore . - ﬁ-
unlikely to reflegt currently" evolv1ng changes ,in the proqram),~

that state agency raptlces are hlghly varled,fthat what \

that:
the 'available- information is only marginally useful for

'y . ' ’ : "

~A

. addre551nq‘ouré7valuation questlons. ,t _ . , ' "‘T. )

These con; lusions were reinforced hy our own prellmlnary
data: collectlow efforts in 11 states. Data were collected

'I

coordinator.of funds for the Eduecation of the Handicapped Act

and from state documents and reports. The information we ' _

collected indicates that the existing data for selecting states -

to study are qutdated. Moredver, we' found that the states vary :

wﬁdely on a nuimber of dimensions, including restrictions and the

use - they make of the set—ailde money and the relative. federal,
special education budgets. It became..

clear to us, therefore, that the case study approach would not

provide information udeful for generalizations and that a.

multlmethod data collection.strateqy yould be necessary.

N -

Flndlly, itf was clear early in the project: that even a
multimethod approach would not allow us to answer, in the time:
availtable to us, the cMirman's question about the supplanting -
of funds. Addre591ng this issue would have required trend data
on gtate expenditures or all budget categories, .not just
education br special education, a requirement we could not meet
rapidly. Further, since the prohibition'against. supplantfng
does not apply to the states' use of the set-aside, it was
decided in conversations with the subcommittee staff that the . &
supplanting question was of less. interest -than oriqinally '
thought. Another, related issue that we did not address is the _
federal requirement that kherstates match set~aside funds for .
direct and support services with other meney. Finally, we
discovered that qathiring the detailed information on
alternative funding sources necessary to study the relationship

-
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. event of a set aside shift,

®hoth of which the state education’ agency and the loca

between the set “aside ahd thes® -spurces would -Be very T,
ﬂlfflcult Yherefore, while we .examined this gyestion, we d1d
so largely in the context of the availability funds ‘n the.
s
' 4

/= o

Data collectlon strategles

'questxons in three vays. ‘We conducted’.a nat;onal tielephone
survey of state .0offices of special education, and w intervxewea
federal officials, local educatorg, and special intdrest -
groups.- We also made. on—sxte v1s1ts to selécted states. -

National' telephone survey - . [“
. [ .
To. gather comprehen51ve natlonw1dé data pertlng
tudy questions, we ‘conducted a national telephone u
statg directors of spegial education; except ‘those wh

t "to the
rvey of

designated others to respond and steqte Elscakoﬁ-ﬁme s. .ALl.50 . /\l

states excepthew Mexico (which. did not participate i Pub11c "
Law 94-142 in 1980~ 83) and Hawaili and the Nistrict of Co}umhzzl(xn.

educaxion, -
agency are the same) participated in theé Survey. .We Icollecte '
background and po:};y information from each of ‘the 48 state
directors during structuged telephone interview of 131/2 to 2
hoUrs To collect finané¢jal information, we haqd earlier mailed
data’ summary sheets ‘that spec1f1ed the 1nformat10n we would be
requesting in the telephlone contact. Then we 1nterv1ewed the
§iscal officers for ea of the 48 state offices of spec1a1
education in an intérview lasting about 1 hopr. 7 /)'
- VAN

To make the telephone syrvey as accurate as possible, -we
used several procedures. We devised data’collec¢ ion instruments
that would enable all the "interviewérs to ask the game set -of
Structured questions, To increase stﬂil furth thke likelihood
that different data collectors using ‘the same 4instrument would
obtain the same resuLts, we trained staff members i interviewing
tdéchniques, assigned them randomly to the states, and collected the
data over a short time period (approximately 3 weeks)., We
made follow-up calls as necessary to clarify reSponses.

Interviews

For a fedenal perspectlve, we interviewed the current
director and all four former directors of OSEP. . We questioned
these officials about the background, functions, and uses of
funds from the Bet-aside and about what might result from a

shift in the relative percentages of flow-through and set-aside .

funds. e

-

™ o : : /

Because weranted to learn educators .views,on the set-
aside, we interviewed eight national representatlves of :
educators' groups: the American Association of School Admlni—‘
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; strators, the\Amer ¢an Federa on of ‘Teachers, the Council for
Kaninistrators in Sgecial EduCation, the Council of Chief Stafe
School Officers; theouncil ‘for Fxceptional Children, the - ’
‘National Associatio -0f State’ Eodrds of Educat#n, the National
‘fpgsociation of State irecuprscof special Education, and the
. . MNational School. Bqards AssociatiOn. These groups are not . ’
,5* statistically- representatigé ‘of all special- interest groups in
.0 “education, nor do they necessarily repregsent the views of all o
. *parents ovr childreﬁ\e rights  adyocaté However,~each group ‘has ’ .
. ~been at the-forefrdtnt of the discussion of issues involving the
.>Specia1 educagﬁon of handicapped children. _ _
f oA I : - ] T
: o Slte vfsits o \ ‘

/

ksl

. .The third part of our data collection strategy involved
on-gite visits to offices of special education in three states,

following the completion of the national telephone survey. By .
"wvisiting these offices, we hoped to ievesa number of o ' '
objectives, First, we believed tha he possibility of an

. > von-site follow-up visit would help eliqit accyrate responses to .
T ér_our telephone survey. Second, we hoped to examine state and
A7 'logal ‘historical records,on the fpnctions and activities funded
"/ by the set-aside. Finally, on-site visits would allow us to
verify selected responses from the telephone survey by examining
current records. That is, they would allow us to assess which'
‘questionnaire items, if any, were unreliable and to identify the
reasons for discrepancies between phone and on-site. responses.
. We visited Arkansas, Missouri, and Oklahoma, We selected
‘these states randomly from the states that had already completed
the telephone survey at the time ‘our staff was scheduling th
.series of.site visits. Two-person teams visited each ‘state
4 to 5 days. Fach team identified the existence of individual
grants and verified selected responses fram the telephone
survey. The documents they examined included, among others,
records of individual awards made under the direct and suppert
service. provision of the set-aside, administrative expenditure
reports, published and internal budgets, minutes of ,state board ) ,
meetings, and annual reports, : ‘

Overall, the results of our state on-site visits give us
“‘confidence in the financial estimates ‘and other responses we
‘received during the national telephone survey. We.were . '
concerned*most with" verifying state responses to our survey
questions about allocations ffom the set-aside forfjthe 1984
state fiscal year ‘(gehérally July 1, 1983, to June 30, 1984).
Almost all the items selected for documentary verification . L

+ produced findings similar to what we learned in the telephone

,  survey. As described below, the few problemg we encountered in
‘the on~-site data stemmed from the difficulty of tracing specific
_reports of specific expenditures to specific awards. Moreover,
“we could not ‘track .expenditures from the set-aside for fiscal
years 1978-83 in the time available on-site. - ‘




. -what the effect of having these additional dollar

-

'support services; they are also not required to.list their

.. that we asked about,

- e
-I/<While we were on-site, we also made contact with three
local education agencies in e$ch of the three states. We '

calculated how much money would go to each agency if the

'set-aside were decreased to a hypothetical 10 percent. Then we

interviewed local directors of special education™No find out
would be,

We ampled an ur%an, a suburban, and a rural lo¢tal edu-
cation agency in each of the three states. To define urbhan, °
' suburban, and rural areas, we efamined' county census data, - and
then we selected counties randomly within the three groupings.

--The state directors of special education in each of the three

states nominated a local agency from the counties we specified,

at least one of which was receiv1ng funds from the set-aside.

(See appendix II for a list of the nine local education agencjes

in the sample.) The information previded by the local

respondents was useful, but because the sample was so small and

was not selected randomly, we cannot generalize from that _—
information to all local agencies .or eVen to local agencies in. N
the states we visited. : '

Difficulties in collééting'financial data

'~ 1In collecting financial information, we found two major

difficulties. First, the reporting requirements for the

set-aside do not mandate that the states use d uniform set of

reporting categories to describe how they plan to or actually do

use these funds. AltRough the triennial state plans must

describe the number and type of adminf@tratjve positions and

each administrative .and direct ;kd support service actiwvity to

be funded with set-aside money, tife states are allowed to

provide this information in their. own descriptive categories.and .I :
“in narrative form. 1In their annual performance reports on the '
use of their Public Law 94-142 grants, the states are not

. required to report the percentage of a grant that they retain or

the percentages they use for administration and dirqct ahd

tual expenditures for activities according to a standard set Y,
cdtegorieg or even their own descriptors.
. v
Thereforet not Lll'the states kept the records that would .,
have provided us with’the detailed expenditure information in
the categories that we needed it in, For example, one state
cduld not identify what activities it supported with the-

- administrative portion of the set-aside, and six other states

could not identify expenditures for all administrative
categories. Seven states ¢ould not providedfnformation on tﬂelr
expenditures in the categories oﬁwdirect and support services

?

Our second major problem™n_collecting financial data was
in identifying the allocation of funds for a specific award
year. 'The states have up to 27 mogths from the date of a grant
to obligate the funds;/ﬁ?hus, budggtary data may overlap two or
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§ e
more grant years; for~)xamp1e, a state) may reserve a portion of
a current wet-aside to be carried ove{/
For -the most part, the respondenta to our survey could not -
distinguish between the different allotments. Therefore, we.
studied only the use of set-aside money in the 1984 state" fiscal

w year (July 1, 1983, to.June 30, 1984), not the use of the

federal 1984 fiscal year allocation.

Recause of' these two problems, the financial information
pregented in this report should be 'interpreted as estimates, not
precise figures. The review was performed in accordance with
generally accepted qovernment auditing .standards,

The Q‘ggnizatlon of this report

As we illustrate in figure. 1, we answer question 2 in
.chapter 2, presenting the complex funding context in which the
set-aside operates, 1In chapter 3, we report our findings on the
- functions that the set-aside serves and on) how the states use
the set-aside, as requested in. study qu ion 1. We address the
‘third study question in chapter 4, examining the potential
effect of a shift in funds from flow-thruugh to set-asifle and
presenting our Findings on the changing role of the set-aside,
current diffe tes in the states, and the opinions of various
interests such shifts., 1In chapter 5, we summarize our
findingq and present some conclusions, a matter for considera-
tion by \the subcommittee, and agency comments,

N

&

into the following vyear. '.; 



'CHAPTER 2

: . AN OVERVIEW OF THE SET—ASIDE AND TOTAL

STATE SPECIAL EDUCATION FUNDING

N

. In reviewing the Public Law 94- 142 state set-aside, we

- began by looking at the set-aside in the context of all state

, funding for special education., - This chapter provides that
perspective. We ghow that the largest proportion of state

~.special education budgets comes from state and local funds, not
federal dollars. We also describe the gercentage of the
set-aside that the .states retain, showing that most states keep
less than the maximum allowed. .

THE SET-ASIDE AND STATE EDUCATION
BUDGETS

In the 1984 state fiscal year, the federal contribution to
state special education budgets was relatively small. Twelve
percent of the average state's special education budget came
from federal sources while the remaining 88 percent came fhem
state and local dollars.!'®The highest proportion that was
reported for federal dollars was 33 percent, The lowest was
4 pt¢rcent. (These are rough estimates because it was difficult
for the states to identify local contributions precisely.)

4

The Public Law 94-142 set-aside constituted less than
0.3 pércent of the average state's elementary and secopdary
education budget.and only about 3 percent of its special
education budget for 1984. (This informatiem is presented by
state in appendix III.) In short, federal funds in general and:
the set~aside in particular are but a small piece of all the
funds, going to state special education. o .o

HOYW THE SET- ASIDE IS DISTRIBUTED .

States may fetain, or set aside, up to 25 percent of their
Piblic Law 94-142 grants. They must distribute the remaining

78 percent of their grants as direct flow-through to local
ucation agencies. During 1984, the majority of the states did
retain the full 25 percent that they were allowed.
Twenty-nine states, or about '60 percent, kept less than

e 25 percent, as we show in table 2, The average state retained .
about 20 percent of its award. The smallest, amount that
retained was 7 percent, o '

4 | L
TPhroughout this report, information for the "avdrage state"
describes the average (mean) figure for all stajes responding
to our requests for data., "Fiscal year" refers‘to the state
fiscal year unléss noted othetwise.
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}_ ’,.Ta?le 2 _ :
\ = The Distribution of the Set-Aside by State Size
' (1984 State Fiscal Year)
) : ' States
Small - __Large _ All
Percentage retained : n ) n $ N D %
'No. of states reporting 11 100 37 100 . 48 100
Total - | . -
Less than 258% 5 45 24 65 . 29 60
25% ' © 6 55 13 35 19 40
For administration. ‘r .
Less than 5% ) 0 0 6 16 6 2
5% . -0 0 n 84 31 65
More than 5% 1 100 0 0 1M 23
For direct and support ‘
services . . -,
Less than 20% 11 100 24 %5 35 13

20% ' 0 .0 13 35° 13- 27

dpercents are roua‘ed td® the nearest percent.
. ~
1

-

~p—

Ao

In general, the states can retaip up to 5 percéht of their
grants for adminigtration. But a grant of less than $6 million
makes a state elig e ‘for allocating more than 5 percent (or up
to $300,000) for this purpose. FEleven states were in this )
category in 1984: Alaska, Delaware, Idaho, Montana, Nevada, Ne \\
Hampshire, North Dakota, Rhode Island, South Dakota, Vermont,

\ and Wyoming. f{hese states are commonly referred to as "small"
- states because their grants, which are based on the number of

handicappeg children being served in the state, are smaller than
grants if Ather states.

. Table 2.shows also that 42 states retained the maximum
allowed for administration in "1984, Only 6 states, all of N
them "large," retained less than the 5 'percent allowed under the
law. The,minimum amount that was retajined was 3 percent,

Set-aside Sfunds that are not allocated for administrg!gon
may be used the states for direct and support’ services, .« '
Thirty-five~States, or nearly three quarters of the 48, retained
20 percent of their awards for this purpoge. This
finding holds true for the 11 small states and 24, Qr '

.65 percent, of the ‘large states. In North Dakota, none of the
set-aside was'retained for direct and support services because
this stéte funds these services, solely on its own.

15‘31 .' '
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‘state is presented in appendix 1v, )

"y If we look at the total set-aside picture for the average
'state in 1984, we find that the average state retained :
approximately 20 percent of -its Pyblic Naw 94-142 award. 1t i
used about 6 percent for agministration Ya fidure that applies
also to the small states) and about 14 percent for direct and
support services. Thus, the average state retained the maximum
for administration but kept less than it could have - for direct e
and support services, flowing through more: than was: required to
local education agencies. (The set-aside dlstribution for each

SUMMARY - : - ‘ —

In/ﬁ984, most of the states retained from their Public Law’
94-142 grants the maximum percerttage allowed for administratlon,.
only 6 states kept less than the S-percent maximum. 1In contrast, .
nearly three quarters of the states kept less than 20 percent ° _ _
for direct and support services.  In total, the majority : ' !
of the states retained, or set aside, a smaller percentage of- '
thefy awards than they were allowed. Moreover, what: they did
retain represented only about 3 percent of all, the funds going
to special education in the average state. The, majority of
state special® e&ucation funding came frqm state and local
contributions, ' :
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M "CHAPTER'3

SET*ASIDE ACTIVITIéS AND FUNCTIONS

-~ )

_ while the Activities tqmt the states fund with’ their
.set-asides vary from sbate to state, the funds are being used as
the Congress intended. . From the perspective. of state directors
. of special education and reprbsentatives of education-interest
groups, the set-aside is helping to. insure a free and
~appropr1ate public education for handicapped students.

HOW THE QFT-ASIDE IS BEING USED ' ' .

A

The states vary in the activities they fund and in the
proportions of the set-agide they use: for adminjistrative. -
.purposes and for direct and support servxces. There are more
* similarities for the: administrative portion of the, set1nside
than .for the portion that can be used for direct and support
services.

4

.Adminlstrative acti#ities
) We aséed state offices of special education to list the N .
types_ of personpel that they had funded with the administrative
portion®of their set-asideg. @iven the reports from 47 state
offices, it appears that all the states.use,set-aside funds:-for
personnel in department operations.! These/personnel include.
administrators (some of whom also administer other fedegallt
programs for the handicapped), superv1sors,_comp1iance— gnitors,
plannerd, researchers, and evaluators., 'People who coordinate
the state special education program'with other state agencies,
local education agencies, private schools, and other states are
included in this ‘category. Each -of the 47 states also uses the
“administrative set- aside for support personnel--secretaries,
clerks, editors, data processors, and so on.- Other personnel
categories widely supported by the set-aside are:in program
operations (33 states), fiscal-managem®nt_ (32 states), legal and
procedural operations (29 states), and consultants in profegs-
sional development. (23 states). The administrative categories
for which set-a31de funds are used are. shown in .table 3 on the

" next paqe.

~ )

. - . ]

Program ozsrations persgnnel include consultants who are
experts on specific handicapping conditions or on specific
populations (f example’, . preschool children and handicapped
people with limited English-speaking skills), the staff memberg
- of resource cdnters, and other specialists like psychologists
and psychometgicians, Fisca1~management personnel include

accountantg;, ﬁpﬂitors, and bookkeepers._ The legal a |
_ . , | | . ‘qifrf%~1 |

. @ i

TAs we mentioned in chapter 1, one state could not describe the
administrative activities it funded with the set-aside. '

- 'y ) .
. " [4 o . -
DT * S i 33 . . 3
. ] ’ s . - .
3 - z
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L . . . Table 3
[ The Personnel and Other Administrative Categbries That States Funded
‘ L R} from the Administrative Portion of thelSef-Aside .
B : . . \ - - /--...
_ﬁ 7 . States e = & ~ _
‘ funding % of each state's : -
. . 3 : category? administrative set-asideb Averagg;J *
Category , n’ £ Highest Lowest ‘Average all states
" Department operations. 47 .100 °, 62 1 26 ., 26
Support .personnel . A7 100 24 4 12 12
_Program operations 33 70 '~ 58 . - d 16 - . 11
Fiscal management 32 68 ' 24 1 7 . 5
.Legal and procedural 29 62 .20 1 ; 6 3 .
‘operatiaons : : o : _
Operating expenses . 25 53 - 43 3 * 17 9 -
Capital equipment 24 | 27, © d 3 R
Professional development -~ 23 = 49 27 ] 6 3
consultants ' ' " . :
Other, nonpersonnel 21 45 . 26 , 1 11 5
Travel o, 36 33 LI 9 3
. Other, personnel . 13 28 - 25 2 1 3
Fringe benefits ° N 12 26 19 5 10 3 .
~Indirect coigs 11 23 25 L. 3 ‘14 3"'
f Advisory pafel o : 3 6 1 % St ’ 1 ) \
' Unexpended funds remaining 4 10 51 | -1, 25 2
.Carryover 4 10 84 40 7

o

!
aBased on reports from 47 states}; some personnel categories were coded after the .

fact from respondents’ descriptions; rounded to the nearest percent.

brounded to the nearest percent,

CBased on reports from 41-47 states, dependinq on' the category; rounded to the
nearest percent,

0.5 percent or‘less,

v
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) . ] r e o VN ‘

es of Staff That Stategs/Fdnded ' 7' - . &»
- ¥ rom the Adminisbrative Portion ;Ej_ AR
K | .o | - of the Set-Aslided (’j§.~<:) —
: 'rotg staf¥ fupded
Staff ' n o Py
' . ¢ . M . . " !
Support®personnel 387 - R Y I
Department operations _ 345~ 28 .7
S - Program operations - T 194 16
. . .Fiscal managementt e 113 9
Professional development " 66 L 5
consultants : ' _ }}J )
Legal and procedural- . 61 T
operations _ . -
. Other v 63, - ~ I
. " VAR — .
Total ! ' K }’229 . 99

-

agased on reports from 46-47 states,) depending
on the categdry. Percents are rounded to the -
nearest percent. o '

L]
P ¢
. )

.

procedural operations staff, who deal with due process and
complaint management, generally .include attorneys and hearing
officers. Professiopal-development consultants includ staff
who are engaged in the certification of teachers and aff who
develop the states' plgns for a cvomprehensive system of _
personnel development. In all, the states nationwide' used
administrative set-aside funds to sUpport, at least in part,
more than 1,200 staff members in state education agehcies, as we
show in table 4.

The set-aside also pays for other administrative costs.
These include travel, indirect expenses, operating expenses,
fringe benefits, capital equipment, and expenses associated with
the: state advisory panels that are provided for in Public Law
94-142. Four states repor ted having administrative sgt-aside

A v

\J

-

2phese plans are required by federal regulations.(34'C,F.R. .

300.380) and must incdlude procedures for assessing staff needs;
providing in-service ‘trajning, identifying and disseminating
information about promising practices, and providing evaluation
and technical assistance to schools. The funds are targeted to .
parents, teachers, and administrators who work with handicapped
children. -

O}

o
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money still remaining to be spent, and another four stateé/ﬁ;d
funds that they had carried over from previous years (see ‘table
3). i . x

Which of these categories accounts:for the largest
percentage of set-aside funds? To answer this question, we
analyzed administrative expenditures state ‘by state and then
summarized the. administrative set-aside’ money in ‘each category
for all the states.: The state-by-state analysis showed that1the
average state used 26 percent of its administrative set-aside

_for staff in department operations, 12 percent for support -

personnel, and 11 percent for staff in program®operations. (As
we have noted in table'3, these figures are for all the states
that reported, including those that do not support particular .

categories with the set-aside.)/ Moreover, from the summarized - '

'or . total fumding analysis,.reflected in table ;" we determined
that these three- categories accounteéd for a substantial portion
of the $47,776,000 set-aside reportedly spent b all the states
for administrative purposes during 1984, Twenty-two

percent of this amount was used for personneldin department
operations, 12 percent for .personnel in program operations, and
11 percent for supporb personnel.

State Expenditures from the Administrative
“Partion of the Set-Aside, by Categoryd

. | | % of all

Category ' Total $° administrative $ -
Department operations - 10,646,000 22
Program operations ' 5,898,000 " 12 '
Support personnel 5,442,000 11 - -
Operating expenses 3,638,000 8 - .
Other activities P 3,442,000 : -7 /o .
Fiscal management 2,339,000 ., 5
Carryover ' 6,134,000 S 13
Other accounting for 10,237,000 ° (o

less than 5% . o _ - * .

Total 47,776,000 99

apll categories but one account for 5 percent or more ot
of the total set-aside dollars states spent, for admin-

- . istrative purposes In fiscal year 1984, Dollars areé

rounded to the nearest $1,000, percents to ‘the nearest
percent, .




.

. . . . . ) \ . . .
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: As can be seen ‘in these tables, We also fdéund considerable
differences in the propbrtion of administrative set-asié¢ funds
that the states use ,forjth; same 'activity. For example, one

~ .state spent only 1 percent of its administrative set-aside
dollars on department operations, while another used 62 percent:
for this purpose. One state uged 27 percent of its t
‘administrative set-aside for capital equipment, while the
average state spent only 1' percent for' this purpose. Similar
examples can be found for other categories reported in table 3.,

\

Mrect and support services . . - s

 The activity most frequently funde@ from the direct and
support portion of the set-aside is personnel development.
Specifically, the states use set-aside funds to implement their
comprehensive systems of perseonnel development, by which states
assess their training’needs and provide training and technical
assistance to staff :and parents at the local level. Thirty-two
states, or more than three quarters of the 41 states describing
their direct and. support seryices, used the set-aside for this
purpose .. ! - 3 ' ' _— i
Other activities frequently supported by the direct and
support portion of the set-aside are the development of model ’
programs (24 states, or-<59 percent of those responding), the .
development of materials (20 states, or 49 percent), and the
support &f -vocational programs (19 states, or A6 . .percent),
‘Nineteen states, or 46 percent of those responding, also used
the set-aside to support advisory panels. :

Somewhat less than 45 percent of the trespondent states fund
quite a variety of other activities as well. These include
"related services," or support services required to help
handicapped children benefit from special education (18 states);
research and evaluation (gJ states); residential placement (15
states); assessmént cente@@ (15 states); interagency = =
coordination (15 stdtes); state and regional programs for-
children with low-incidence handicaps and direct services for * ' .
children with specific handicaps (13 states); "child find"
services (12 states); the training of parents (12 states); the
training and recruitment of hearing officers .(11 states); '
preschool programs (10 states)y summer programs (9 jstates);
procedural safeguards (8 states); programs for infants (6
states); data processing or managemént information system
implementation (3 states); technology for the handicapped (3’
sfates); and transportation {2 states).. =~ . . N

To deterpine the level of support for each of these s :
activities, we looked again at direct and support service ‘
set-aside dollars state by state and in the nation as a whole.

(see tables 6 and 7 on the following pages.) Both analyses

showed that the following categories are the most heavily | %
supported by the .direct and suppor§ sepvice portion of the .d
det-aside: : -1 ‘ ’ . :

. T 21 37 T




X | .. Table 6 ";~ T

Difrect.and Support Services That-States.anded with the Set-Asidgf‘

- - -

States funding % of each state's direct and

| : service support service set-aside Averageé %
 Service : N ' n : ¥ HiIghest  Lowest = Average all statesD
Comprehensive system bf 32 : 78 47 - c 17 ) 13
} personnel development o ' > ~ - ’ |
~ Model programs ' 24 | 59 . 80 1 16 "9y
- Materials development 20 4¢ 24 . c 5 2 - |
. Advisory panel 19 o 46 2 "= c 1 0 ‘
vocational programs » 19 446 21 c- . 6 3 |
' Related services . 18 . 44 51, . o1 14 "6 |
_Resedxch and evaluation 17 5 A1 43 C, 7 -3 i
* Residenxial placemgent 15 ’ 37 99 1 25 9 i
' AssessmeNt centers . 15 - .37 80 - c. 23 8-
Interagency coordination- - 15 37 55 1 12 4 R
’ Child fi .. 12 29 43 . C 9 2
Parent ining ? ‘ 12 - 29 0 34 "1 v 6 2
Recruitmgnt and training LI 27. 12 c 2 1 ’
of heaying officers : . B
Preschogl programs 10 T24 22 - ¢ 7 ° 2
Summer /programs 9 - 22 21 1 8 2 .
Procedh safeguards 8 ~ 20 /8 c -~ 4 1 )
Infa programs 6 15 7 c .. 3. <
portation : 2 5 34 - .2 13. 1
‘ activitiesd : 26 63 94 2 35 22
maining to be spent ‘ 6. 15 89 2 38 -6
Carryover 5. 12 80 6 28 3

. \ * ' ! o : -
-aBased on reports from 4} states; excludes 1 state that did ‘not use set -aside funds for
- 'direct and support services- and 6 states that did not. proVide information; rounded to the
- nhearest percent. >
ased on reports from 40 states; rounded to the nearest percent.
'C0,5 percent or less. - .

dStatewide .and regiohal low-incidence programs and direct servicessfor specific handicaps
(13 sta » 32 percent), ADP/MIS implementation (3 states, 7.3 percent), technology for
~ the hand apped (3 states, 7.3 percent), miscellaneous (7 states, 17 percent). )
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. " - Table 7
L - State Expenditures from the Direct and Support SerViges ~1[
- . . Portion of the Set- Aside, by Categoryd 3
N < i
. A 4 . P ;f' .
; ) . | o | "%'of all direct
» + Category _ Total § ° and support §
- Comprehensive system of personnel . 15,%10}000 R 2
; . . development _ C .
.Related services , _ 12,065,000 ' i0 -~ -
Residential placement : - 11,912,000 10 '
Model programs ' _ 7,740,000 \ 6
. *.Interagency coordination ’ o 5,665,000 5
¢ .Assessment centers - ‘ . 5,531,000 5
Carryover . - ' 9,025,000 . 7
; Other accounting for less than 5% 55,511,000 45
‘rotal . T | 122‘,659,000 100

s . . . v *

.8pal11 categories but one account for 5 percent or more of ‘the
_total set-aside dollars states spént for direct and support
services in fiscal year 1984. Dollars are rounded‘ to the
nearest $1,000, percents to the nearest percent,

, ——comprehensive sysg/ns of personnel deve10pment., The
‘_ average state_spZ:t 13 percent of its direct and support

service set-asideg dollars for this purpose (the average
includes states that do not use set-aside funds for this
'‘purpose), and this category accounted for 12 percent of .
the $122,659,000 in set-aside expenditures fpr direct and
support services in 1984 ,
Lo --residential placement. The federal regulations specify
- that 1f providing special education to a handicapped
. _ child requires a residential placement, this service must
be provided at no coest to the child's parents. For the
15 states spending some set-aside money ‘for this purpose,
the relative cost was substantial? on the average,
residential placements accounted for one quarter of all
their direct and support service set-aside expenditures..
Looking at all.the responding states, such placements
consumed 9 percent of the average state's direct and ,
support service set-aside dollars for 1984 and 10 percent
. of the total dollars nationwide. :

—-model programs. Model programs are innovative programs -
.whose practices are worth making known to others,
Examples include preschool summer and secondary special
education programs. The state average for this category

’
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was 9 percent, and the category s share of the total was

6 percent. : y

< —-related services.-,Related-services'may consist of
transportation and developmental, corrective, and other.
support services required to help .a handicapped child
benefit from special education. Speech pathology,
audiology, psychological services, counseling, phys1ca1
and occupational therapy, recreation,- social work, and
health services #e included. While this. category
.accounted for only 6 percent of the average state's °
direct and support service set-aside dollars,.it
accounted for 10 percent of .all set-aside dollars spent .
nationw1de on direct and support servyices,

[

--assessment centers, The 15 states funding such centers
with” the set-aside spent on the average nearly one quarter
of their direct and support service set-<aside money faor this
purpose. For all the states, this category accounted for
8 percent of the average set-aside expenditures for direct

and support services and 5 percent of the nationwide total
. s

L ‘We found that set-aside dollars from previous years were

. included in five states' direct and support service expenditures

" for 1984 and that six states had not yet fully  allocated direct

r and support service set—-aside funds for 1984 to specific-
categories (seg table 6)

Further, as with administrative activitles, our analysis
~ showed great variation among the states"not only in the o
activities they funded but also in the level of support they-
‘gave to direct and support services. For example, one state
spent nearly all the direct and support service portion of its
set~aside on residential placements while other states spé&nt no
set-aside funds for this purpose. One state spent 80 percent of
its direct and support set-aside for hodel programs while the
‘average state spent 9 percent. Other examples are.evident in
table 6. Thus, the overall pig¢ture is one in which the states
seem to have used the flexibility allowed by the legislation to
make many different choices about using direct and support
service set-aside dollars. . . 7

Decisionmaklng for set—-aside activities

Although the states fund a variety of activities with the
set-aside, making the decision about how much money will be
retained and how it will be spent is remarkably similar ffom -
.state to gtate, especially for the administrative portion.

¢ ' Forty=-two s report placing no legal restrictions on the use
of admini ve gset-aside funds, and more than 90 percent of
the.- 45 state®™responding to our questions reported that the
state edycation agency decides or helps decide what dollar . - ,

amount off the administrative porthh*to retain and how to spend

"\
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. it. . Eighteen states, or 40 percent of those answering ‘the
question, reported that other state agencies also help with e
the decision of how mU&h money to- retain, . ot

‘ v
: As with the administrative set-aside, most of the’
states (39) have placed no restrictions on their use of direc&'
“w ~ ~and Bupport service set-aside fufds. However, the partici- -
s pants in the decisiong &bout these funds are somewhat. different, -
The state education agency dominates, but other state agencies,
" and the public also take-a 51gnificant part in some

states. h , _ \ - ‘.
. . -,- ) “" i .
N ~ THE FUNCTIDNS THAT THE SET-'ASIDE e \
. SERVES N . - :
- . To- find out what functions o® general purposes the various

s .activities serve, we grouped the actiyities that the states had
described for 'us according to the broad uses of the set-aside
that are Sp@leiéﬁ‘tﬂ—bhé federal regulations. *hen we asked

., the state directors of spegial education to identify tke

S *’purposes they thought were being served by the set-asid

-.¢ L. activities in their states, Finally, we #nterviewed federal

Y officials and representatives.pf special- -education interest

i groups. We found that: set‘aside .activities are_not only

,fulfilling the broad pukpbses that are outdined in the federal
‘regulatidns hut are also serving more specific functions that
are important in the perspective of state directors of

-, "education, federal officials, and others with direct interests.

in educatiom for the handicapped . :
The act1v1t1es ‘set forth .
‘In the federal regulations

. 4
4,

The Congress intended that the set-aside be used both to.
-cover - the costs of administerifig the law. and to giwvwe the states
flexibility. in meeting theirgneeds. -According to the : s
regulations for Public Law 9 ~-142, the-administrative portion of
the set-aside .may cover the 6osts of state planning .and’
administering the ahnual program plan; approving, supervising,
monitoring,; ‘&nd ewaluatifng the effectiveness of local programs

", ‘and projectsp giving teohnical assistance to local education

‘,agencies' and providing leadership for program supervision, the

;management of .spécial education activities, consultative ‘
services, and the like. The remainder may be used for providing

4 C
Py e 0. ' -f

{?“ ' gervices directly to handicapped children of by contract or ,
' other arrangements and for providing other support services that
. include : ’ _ R g
# |

"implementing thé comprehensive system of personnel deJelop~
~ment . . . recruitment and training of hearing officers and
surrogate’ parents; and public information and parent training
" activities  relating to a free appropriate public¢ education
, " for  handicapped children." (34 C.F.R., 300.370(b)(2))
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Figure 2 ' _
How Set—Aside Activities Serve Functions Specified gﬁ:

. PFunction

Administration of
the annual program
plan and plannjing

at the state level

Approval, super~
vision, monitoring,

-and evaluation of

local programs and
projects’ '

¢

o

Agsistance in plan-

ning pregrams and

. projects

$echnical assigtapce

to local education
agencies

4

Leadership and

consultative
servioes

Support services

o

[ ]

e
.
B R Sl

. Direct serviges to:

a handicapped
child by the
state directly, by

,contract, or by -

other arrangements

L3

'in the Federal Regulations _ o §

. “
Fund personnel

Activity
.
r department operations (compli-
ce monitoring, administration, supervision,
gghool coordination, research, evaluatiop)

Support operations (clerical and proqrmr
personnel)
Program operations (consultants, resource center
staff, population experts, other
specialists) ~
Legal and procedural functiohs due process spe-
cialists, attorneys, complain%\managers,
hearing officers) :
Professional development (comprehensive systems
of personnel development, teacher-certification
specialists) = . i
Other (technical, assistance, parent training, and
costs for trav‘l, fringe benefits, indirect and
operating expenses, advisory panels, capital
equipment) v
Plan and evaluate programs and projects ' : ' Cw
Disseminate information

Develop materials

Demonstrate use of new technology

Provide technical assistapce to gpecific programs
and populations and foqrhpentifying and
evaluating children

Coordinate states 'and agencies

Fund or develop model programs and agencieq ‘and
innovations .

JRegearch and evaluation

_Disseminate information- and models i

Fund - comprehensive_systems of personnel
development
Fund in-sgservige training, officer trair
recruiting, and parent training: R
Fund advisory panels, materials deve lopRln
enhancement .

] _ \52;"
programs (vocational, schea,~t0~

Operate e‘xpanckd
preschool, summer, residential

work, infant$

placement) .

Provide low-incidence specific~handicap services
(consultants, regional or state centers, direct
services, equipment)

"child find" prograns

& o
26 _'- ‘422 ’
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The federal reqgulations break these functions into the

" seven that are shown in figure 2, which also shows that the
set-aside acttvities described by the states cut across several,
of these categories. An example is the program-planning
function of the administrative portion of the set-aside )
(function 1 in the figure). Funding a consultant for heering-
impaired children might fulfill this function. The co#sultant
might help a teacher plan a deaf child's individual educational
program and might also arrange for more direct services for the.
child and for services to support a computer -component of the
child's educational program. Thus, planning, technical
assistance, and some direct and support services might be .
intertwined or indistinguishable and in fact frequently are,
Figure 2 is intended to show that despite the fact that gome
activities can support mdre than one function, the activities .
. that the gtates fund with the set-aside are consistent with the
congressional purposes. _ -

B

Functions i% the opinions of state ' ‘ - ft
directors of special education

State directors of special education are at the center of
. special-education services. They are the contact point for /
federal communication with the states, They make state and
local needs known to the federal government and share
information with one another, both through théir organization,
the National Association of State DirectOrs of Special
Education, and more directly. .

k -

We asked state directors to destrihe the general functions
-that their state set-aside activities serve. and grouped their
responses into categories. The most frequent response: (given -by
23 directors, or 54 percent of the 43 -who answered) wds the ver
general one ofi insuring a free and appropriate public education
for handicapped children. The more specific answers were more
informative, : p ' t '

: : v . .
) -?Monitoring for compliance was mentioned by 19 state S
$ directors, or 44 percent of those responding. |, E

--Filling gaps and crisis intervention are important,_ ‘
according to 12 .respondents,. or .28 pefcent of those
answering. These activities include dealing with

. emerggncy situations, such as the sudden appearance
midway through a school year in a rural district of a
severely handicapped child; making direct, support, and
assegsment services and on~going monitoring ac¢tivities
available throughout a state; rectifying deficiencies in
a district's programs; giving financial assistance for
students for whom costs are high; and developing model
proqrams for specific populaﬂions.-

Y.

~-Inguring due process, handling complaints’, and training
and recruit[hg hearing officers made up another category

R Y /43-‘ - e
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that was mentioned by 10 reSpondent£, ‘or about 23 percent ,
of the states.: L~— _ N

~--Gtate leadership was mentioned by 9 respondents, about
21 percent of those we talked to. ® The comments on their
questionnaires mentioned general roles in across-the-
‘board administratién of the law, targeting priority "
areas, and financially shoring up weal}3spots -in local
‘education agencies. The respondents listed very specific
activities that exemplify these roles, such as developing

‘ y model programs and operating statewide 'and regional
_professional service centers, They also mentioned state '
leadership in-coordination, in transferring children from

_,institutions to the community, and in establishing
outreach and dissemination activities for programs for

i - the deaf *and blind. Program evaluation, the professional
development of teachers, and responding to the needs of
4 .the children with severe physical handicaps were also
mentioned :

Somewhat less than 20 percent of the state directors
said that their funds were spent forj, among other .things,
serving special populations (such as preschool children who are
handicapped and the hearing impaired and emotionally
disturbed), developing innovative programs,; planning and

evaluating programs, providing technicdl assistance,

coordinating services, expanding local. services, and providing

personnel training and development{

Functions in the opinion of ‘federa

officials and Qpecial interest groups.

: Wer interviewed. five federal officials and eight

representatives of special interest groups,. The federql

officials were past and present directors and key staff of

OSEP. ! The others were representatives of the American .
Association of School Administrators, the American Federation,of j
Teachers, the Council for Administrators of Special Education, ' o
the Council of Chief State School Officers, the Council for

Excéptional Children, the Natiomal Association of State Boards

of Education, the National Association for State Directors of o
Special #ducation, and the National School Boards Association. /

On a five-~point scale from least to extremely important,
two set-aside purposes were rated "extremely important" the most ’ )
frequently (50 percent of the respondents): (1):giying state ;
aducation agencies the ability to improve the quality of . '
educational programs for the handicapped and (2) bringing local =~
educat}on agencies up to required standards by expanding the
services that they provide to handicapped children. ‘Rated Ay
"extremely important” almost as frequently were (3) allowing the . .ﬂggfi
statd education agency to help meet emergency needs and .
(4) insuring compliance with the law, as in providing education .
in the least restrictive environment.

26, -




"the 47 states that had- information for 1984.

These four high-ranked purposes cover the spectrum of
functions ‘allowed by the legislation: The first two reflect the
respondents' belief in ‘the set-aside's importance in improving
quality and upgrading services: at tke local level. The third .
and’ fourth reflect the utility of the set-aside in filling local.

service gaps and in insuring compliance with the law. Thus, the -
“functions of tha set-aside as viewed by federal officials and

interest groups closely parallel the functions mentioned by -
state directors of special education.

w

w

SUMMARY - /x : - | | .
In 1984, ' '

the average state spent -almost one half of its
administrative set-aside funds for department operations staff
(administrators, supervisors, compliance-monitors, planners, and

evaluators), support staff: (secretaries, clerks, data .

processors, and others), and\pcggt%m operations staff

- (consultants, psychologists, psychometricians, and the like)

These three categories accounted. for 45 percent of the
$47,776,000 in administrative set-aside expenditures reported by
Thirty two of the 41 states that deScribed their 'direct and

support services used their set-aside dollarg for their
comprehensive systems of personnel development, through which

..they assess local training needs and provide training and

technical assistance at the loeal level. These systems
accounted for 13 percent of the average state's direct and
support service set-aside dollars and 12 percent of the
$122,659,000 in set-aside direct and support service
expenditures reported by all the states for 1984. When combined
with residential placements, model programs, related services,
and assessment centers, they accounted for 43 percent of all
direct and support service set-aside dollars ¥or 1984.

zHowever, a variety of other direct and support services
were also funded by set-aside dollars at a variety of levels:.
reseatch and evaluation, interagenc¢y coordination, pregrams for

‘students with low-incidence handicaps, direct services for

children with specific handicaps, ."child £ind". programs, parent
training, the.recruitment and training of hearing officers, :
procedural safequards, summer programs, programs for infants and

preschool children, implementation of data prbcessing' or

management information systems, technology for the handicapped,
and transportation. . .
All“these activities can’be’ placed in one or more of the
seven broad' functional categories specified for the use of"
set-agside funds in the Public Law 94-142 regulations. '
Thetefore, while the activities. that the states fund vary
considerably, the atates' use of the set-<aside is consistent
with the purposes ;hat were intended by the Congress, Moreover,
the state directprs of special education believe that the
set-aside serves the general purpose of insuring a free and

”’
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appropriate public education for handicapped students in the
least restrictive environment. More specifically, they say that
it assists the states in monitoring local compliance with the
. requirements of the law, filling. gaps and doing c¢risis interven-
tiom, insuring due process, and providing- state leadership.. )
. Similar views were expressed by.the federal officials and . ‘
‘. representatives of the interest groups that have immediate
interest in the education of the handjcapped.’ .

.
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CHAPTER 4

THE LIKELY EFFECT OF SHIPTING i

, -

N I\A -
THE SET-ASIDE FUNDS

In this chapter, we present our findings on what might
happen if there were a' federally mandated shift in the ;
proportion of Public Law 94-142 funds that the states may set
aside, oreretain, allowing more to flow directly through to
docal education agencies. We addressed this question in four
ways. ' Firss, we examined historical trends to see whether a
shift has already occurred and, if so, what its effect is. .
Second, to find out what activities the states might add or drop
if the proportion were shifted,-we investigated. the nature and
extent of the differences in the states that retain high and
those that retain low proportiosis of their awards. Third, to
determine if other sources could be- found for the support of
activities ‘currently funded by the set-aside, we attempted to
identify sources other than the set-aside thagfare now being
used. Finally, we asked federal officials, state directors of

"special dducation, and ‘interest groups to address this issue.

None of -these analyses provides a definite picture of the #ikely
effect of shifting the funds, but tdgether .they show a general
agreement that no major legislative change should be made and

that some voluntary change has already. occurred..

’\ . .

o e .
TRENDS IN THE SET-ASIDE .

From 1979 through 1984, the average percentage that the
states retained each year was always below the allowable
25 pergent. Moreover, in. general the average percentage has
decreased from the previous year (except that in 1984 there was
a slight  increase), and so has .the 'number of states retaining the
Maximum. -In 1979, 32 states retained at least 25 percent of their

“awards.  In 1980, this number decreased to 26. Inm 1981, it was 24.

it fell to 22, in 1983 to 20, and in 1984 to-19.

. ¢

“The changes over the years in retained percentages have been
slight,- Thup, while the average retained percentage stood at
about 22 pergent of the total award in 1979, today it is about
20 percent. ' R : ' S

In 1982,

A ) _ : : : .
During any\ one year, roughly two thirds of the states
retained the same¢ percentage of their grants as they retained in
the previous year. - A total of 15 states changed in 1980, 15 in
1981, 16 in 1982, 18 in 1983, and 14 in 1984, . Except for 1984,

‘most of these changes represent decreases in .set-aside percent-

ages. We summarize’ these data in table 8_on the mejt page.

. R | o, , _ ]
Thus, while thg yearly’ changes have been small, the net effegt

of the pattern of décreases has been substantial. fThe average.« .

percentage retained for 1984 represents a five-point voluntary

- . 3 1 . .., R .
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Pe;centage of Public Law 94 142 Grants That States
: _’thinedﬁln State Fiscal Years 1979-84 and the Number
¥ - Changlng from the -Previous Flscal Yeard

o _ 3 . .
/1979 ‘1980 1981 1982 1983 1984

» L4

% retained

_No, of states ‘f (46)  (45) (48) (JB)

!

reportlng . S )
Highest : S 50.0 .25.0 . 25.0 25,0
Average . : 22,20 21.3 19.6. 19.7
Lowest | S 5.0 6.0 6.0 7.0

.No, changingb :f . : : . B

No. of states 3 (45)  (45) (48) - (48)  (48)

reporting . : S . I -
Decease H - .10 10 I 93 7
Increase , 5 <« 5 7 S 7
No change / \ 30 30 32 30 34

o , . _
ainformation requested from 48 stateg. Funding for Public Lawh
94-142 was first available for some states in 1979; during this
year (and this year only) these states were allowed to rétain
Jdp to 50 percent of the grant. 4
A change of less than 1 percent counted as no change.

oy t - S N

ecrewge from t atlowable maximum of 25 percent. ‘As we noted

* in chapker or most of the states the decrease has cut into

the direct and suppOrtnservice portion of the set-aside.

State directors of special education were not able to_give
us the reasons for the Qhanges before 1982, For the more Fecent
decreases one basie.reason was cited: the greater need for
money at the local than at the state level, to compensate in
part for a lack of state funds to meet special education costs
and in part for an increase in local costs. , .

pid these changes ‘affect the actlvities that¥are funded by
the set-aside? For eyample, did the states that lowered what
they retained also cut services or fund them at a lower level?
Unfortunaf®ly,. we were not able to answer this queation. Many .
.states had difficulty providing information on their :
expenditures for 1984 and, in general, they\”ﬁhld not provide
this information for previous years. _C’*

Thus, our conclusion about the likely effect of a federally
mandated shift given historical trends is limited to the

statement that- the statés have made a shift on their own,»always

L 4
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“the retention of the grant.

retaining less than .allowed and generally retaining less than
the previous year. While the change in the av@rage retained S
percentage is only from about 22, ,to about 20 percent over a -
6-year period, ite net effect is that the average retained -
percenta for 1984 represents a five-point voluntary decrease °

 from the .allowable makimum of 25 percent. Multiplying by

25 percent allowable set-aside) the reported award for each

"of the 47 states reporting this information 8h¢ws that they were

eligible to retain approximately $243.9 million .in 1984, The - .
sum they actually retained was about $190.7 million. Therefore,.
the 5-percgnt voluntary decrease means that about $53.2 million
more went to local education agencies.

ACTIVITIES IN STATES “RETAINING DIFFERENT < ' B n
PROPORTIONS OF THEIR GRANTS S

?

We placed the states in one of three categories, depending
on what percentage of their awards they retained in ]984.

. Twelve "low" states retained less than 15 percent of their 1984

awards; 17 "medium" states retained 15-24 percent; 19 ieh"
states retdined 25 percent. Examining the differences in the

activities of the states in. the low,.medium, and high’

catégories,. we found that a percentage increase or decrease
might be accompanied by consistent changes in direct and support
services but not in.adiministrative. categories funded with the
set—aside.

Differences in administrative personnel

We found gg support for the idea that a percentage increase
or decrease in the set-aside, and a corresponding decrease or
ncrease in the amount of money distributed direéctly to the
states, would be accompanied by a consistent ¢hange in the
numbers of administrative personnel that are funded with
set-aside dollars.! On the dverage, the states retaining a low
percentage of their awards fund the same number of ~

>

_administrative staff with their set-aside as. the states

retaining a high percentage of their awards, - Both funded an
average of 27.4 administrative personnel.' For states in the
middle group, the average was 24.). That is, the number of
staff supported by the set-‘;ide did not.go up consistently with

[

This finding holds true for personnel expenditures overall
and for specific personnel categories., With one exception, in
each case, the numbers did not increase consistently with the
retention of the total grant. The exception is in the program-

-~

- .
— ) ' ) . . . ) "
¢’ . N

IThis analysis was limited-to administrative personnel

categories because, in genéral, less than half the states used
the set-aside ‘for nongfrsonnel categories (see tabie‘3)
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Table 9
==s=

Averege Number of Adminietrative Peraonnel Funded '

by the Set-Aside .In States Retaining. Low, Medium, and High

Percentagea of Their 1984 Public Law 94-142 Grants,

Categorx

No, of states reporting

Department operations

Support

Program operations

.Fiscal management

Legal ‘and procedural
operations

Professional deve10pment
corisultants

Other

TotalC .
Administrative portion
of set-aside -

by C’ategorya —

i

- ‘
- YAverage number of staff

b

Low
states

Medium = HTgh'

states’
(up to 158%) (15~ 24%)b (25%)

states

<

Average %
all states

!

12)

9.0

- NN W
e o o o
- - O

. (16)

6.5
6
3
1
1

. X-XT,

aBased on reports from 46 47 states, depending

Percents are rounded to the nearest percent,
ted no information for

bone "medium” state reé

CBased on reports from 42 states.

‘ i

operations category, as can be seen in table 9,
-states funded about 1.5 administrative positions Mmore in this

Ly

(19)

—= WO
PR ST

27.4
73%

, k

- b O3

. (47)

W e — b

on the category.

is table.

3

"High"

category than "middle" states and about 3 more than LS

"low” states.

\

Differences'in direct and support servidée

_ §. , : . .
States retaining different percentages of their awards

differ-in the number of different kinds of direct and support

services they fund with the set-aside. ~ The reports from 41

states reveal that the average "low"
types of direct and support service’with its°set-aside in 1984,

while the average "medium"

differences are small in an-absolute sense but large in a

stafe funded 4.8 different.

state funded 6.2 and the average
"high" state funded 6.5 different types of gservice.. Thes

relative sense. That is, the states that retained a low,.
percentage of the set-aside funded, on the average, about -

25 percent. fewer types of direct and support services with the

?

set~aeide than the states that, retained a high percintage.
]

.
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“We found a clear pattern of difference also in- the
percentage of the set-aside that is spent on various direct apd
support services (see table 10).. Compared to other states,

)
Table 10A
’ Percentage of Direct and Support Service Set-Aside _
Fynds Spent by States Retaining Low, Medium, and High - '
I Percentages of Theilr PUblic Law 94-142 Grants,
' by Category_
y
. s . 4
Average % spent : °
. _ Low , Medium - High
N ‘ N ' . - states 'states states Average: %
Category ‘ (up to 15%) (15-24%)  (25%) all“states
No. of states reporting (12) (11) (17) (40)
Missing states (0) (5)P (2) (7)
~ Advisoery panel. : ¢ 1 < <
Assessment panel. . 15 7 4 8
Child find c 7 1 2
‘Comprehens-ive system of 17 . 14 9 14
personnel development .
~ Infant'programs : ¢ 1 , 1 ¢,
- Interagency coordination’ 5 2 5 4
Materials development . -2 B : 4 3
and enhancement
* Model programs ' 13 7 9.
Parent training 1 3 2
Preschool programs 0 s 73 2
Procedural safeguards 1, /o 1
Recruitment and training 1 c. 1

of hearing officers

Related services :
‘'Research and evaluation "
Residential placement i1
Summer programs S

" “Transportation
Nocational education
Other activitiesd
Remaining to ‘be spent
Carryover

—
CONNOWENY

WO L T= oo
BALWW—=NOUWO

2o
m?&wwwmww - AN =0
LS
)

.‘0

apounded to the nearest percent. :

bpxcludes North Dakota, a medium flow—through state that
retained no direct and support service set-aside money.

Cress\than 1 -percent. -

dincludes statewide arid regional programs for low-incidence
handicaps and direct services for specific handicaps, ADP/MIS
implementation, technoloqy for the handicapped, and miscellaneous -
activities. . B o . . L
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" * states with a low retention spend a smaller proportion of’ their,

‘set-aside on some kinds of service- a? a .correspondingly larger
proportion on others, States retaining a smaller proportlon of

' their awards spend a smaller share of funds on research and
evaluation, vocational education, preschogl programs, ‘and
training for parents, . .

However, .these actlvities consume a relatively small share
of funds for all the statgg., For example, states in the low and
mediim categories spent 2 percent ‘of their direct and support .
,Service set-aside funds on research and ‘evaluation while -
states in the high category spent 5 percent. "Low" states also
spent 1 to 3 percent less on vocational education, preschool
programs, and the training of parents than states in the medium
--and" high categories, but none of these act1v1ties accounted for
‘'more than 2-3 percent of the average sﬁ%te 8 direct and support
service set-aside funds. : :

" In addition, low-retention states spent fewer flunds in. the
"other" category, in which we grouped miscellaneous activities
described by the respondents. These activities included state-
wide and regional programs for low-incidence handicaps, direct
services for students with specific handicaps; implementation of
rocessing and management information sygtems, and
ology for the handicapped, among other’ activities, .and they
umed 17 percent of the funds in low-retention states but
ne rly 30 percent in the high- retention states.

.
Inycontrast to thlS first pattern of differehCes,}the
low-retention states, spent a larger proportion of their .
*direct and support service set-aside funds on_four other
services: . , | .

-

. --comprehensive systems of personnel development 0

r*»A._ -*The proportion of direct and "suppbrt service-set-

e N . ‘aside dollars spent by the average low-retention

\ s state on comprehensive systems of personnel

\ development was almost twice the proportion spent :
.\\ by the average.high-retention state. The "low"

. states ‘spent 17 ‘percent, the "medium" states spent
\\ 14 percent,. and the "high" states dpent 9 percent.

model programs. 'Low-retention states averaged an
expenditure of 13 percent Of thefr direct and- support o
service set-aside dollars on this activity compared to
9 percent- for the states in the médium. category and

b their awards.

——assessment centers, ghe state
+ ' percentage of thelr awards speht more of their’ directy
"and support s8rvice .dollars on this activity. than the.
~  other states, the "low" stat¢s spending 15 percént,

retaining a low Coe




"medium" 'states 7 percent,'and "high" states
4 percent,_ .

'~-re51dential placement. A similar pattern appears here,:
Low-retention states used a larger proportion of their
| direct and support service dollars to fund this activity
i oo . than other states, The low-retention states spent
14 percent, the medium spent 8 p€rcent, and the high
spent 6 percent .

"In short,. the states that retain less than 15 percent of
their awards fund fewer types of service than the states that’
retain the maximum amount, and they tend to concentrate their
resources on their comprehensive systems of personnel
development, assessment c¢enters, residential placements, and

" 'model programs. - In contrast, the states that retain the maximum
25 percent fund more service categories, but they spend a
smaller share of their set-aside resources on these four
services, This analysis does not establish that the percegtage.
that is retained is the only or.the major reason for these
differences, yet it is consistent with the idea that reducing -
the set-aside might lead the states to concentrate on selected

. groups of services.

-OTHER ~ FUNDING SOURCES FOR SET—ASIDE ‘
ACTIVITIES . ) ) ©

If the proportlon of Publlc Law 94 142 funds that-the
states are allowed to retain were lowered, would other funding
sources be available to support the activities funded now with
set-aside money? We addressed this question by asking state
offices whether actjvities funded by the set-aside in 1984 were

" aldo supported; in part, by other Public Law 94-142 mondy ,or
other funds. 1In analyzjing the state respomses, we found that no .
activity |is dependent exclusively on the set-aside in every.
state but that in some states set-aside dollars appear to. bé the
only source of support for certain personnel and services. 1In
interpreting our findings, it is. important to remember that we

. asked only about.categories funded with .the set-aside., We did -
not study similar activ1ties that are not funded w1th this
source. - : . | .

- ]
» A}
\

:
'.'Administrative actiyities'- ' f S

N 'In table 11 (on the” next ptge), we report the number of
' states that fund ‘various administrative categories exclusively
with the set-aside and.the number . that support these categories
-+ with other sources._ We counted a state's .activity in the "funded
- .only w¥th set-apide"™ column if the state's fiscal officer could
) repgrt with’ certaihty that the activity received no support from
 any’ otlier funds uader” Public 'Law '94-142 or other ‘federal, state,
.or local funds. Some:states are,included in the ¢far right column
\ of the table because the respondents could not rule out these ° -

. . - .
R . . ’ - ' " . -
- - - . .

-
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Table 11 o -

s

" - : . e .
Number of States Using Various Funding Sources to Support Administrative

~

3

Funded with

Categories Funded by the Set-Aside, by Category

- . Set-aside Other Other . Unable tp
Category Set~aside only 94-142 $§ federal $§ State $§ Other § identify
Department operations 47 18 - 6 14 20 0 2
Support personnel 47 24 2 15 13 0 3
Program operatibns 33 15 T 5 4 N 9 0 3
Fiscal management .32 _ 16 1 o 8 10 0 0
Legal.and procedural_____zﬂ__m“”_m 19 L2 — 5 7 0 1

operations ) B - -
Operating expenses ' 25 .10 3 6 9 . 0 5
Capital equipment 24 1 0 0 71 0 22
Professional develop- 23 9. 4 3 6. 0 4
"~ ment consultants : . N ‘ . -
Other, nonpersonnel 21 11 0 1 2 0 -1
Travel 17 -7 2 3 8 0 2
"Other, personnel 13 7 0 1 5 0 1
Fringe benefits : 12 6 0 2 4 0 1
‘Indirect costs 11 6 1 1 . 2 0 2
Advisory panel 3 1 0 1 -1 0 1
aBased on reports from 47 states. - .

. 4
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" least ‘some states. For example, 20 states uged state funds to

/Dlrect and_support services

. | .
T T T T T T T T T T . D T T T T T

& )

funding: sources with certainty. 6 Therefore, it'may'be that .
some states that in fact 4id use only set-aside funds are notgin
the "exclusive" column: 'This means that the numbers we repo

- may understate dependence on the set-aside as a funding source..

!

Even allowing for the possibility of underestimation, when
we select activities .that both were funded with the set-aside by
a majority of the 47 states reporting and received support only

" from that source in at ‘least half of those states, -we find three
categories particularly dependent on setr-aside Eunding

'-~a11 Ehe states use the set-aside to fund support
personnel involved in adminjstering set- asiSe funds; 24
states,'or about 50 p@rcent, funded set-aside support
staff with only this éource’ ' ' -

-—half of the 32. states that fund fiscal managers with the

- set- aside supported them w1th only set-asgide funds, and .

L ==19, or about 65 percent, of the 29 states that fund

legal and procedural personnel with the set-aside depended
exclusively on set-aside dollars for their support

However, it appears that no administrativé category funded
by the set-aside is dependent entirely on this source in every
state. Most frequently, the states reported that they . .
supplement the set-aside with gtate funds. As table 11 shows,
all administrative categories are supported by state funds in at

supplement their set-aside fundggfor department operations
persgnnél, 13 used state funds to supplement funds for support
personnel, and 9 used state,funds to supplement funds' for person-
‘nel in program operations. Further, all categories but capital
equipment received support from other federal.dollars in at least
some states: 14 states used other federal dollars to supplement
funding for depirtment operations and 15 states used them to
provide supplementary funds for support personnel’,

In the states' reports, four direct and support services
'stand out because at least one third of the states fund them with
the set-aside and because, in at least half of these states, they
depend solely on set-aside dollars:2

2Somewhat different criteria were used here than in the
administrative analysis because only three direct and support
services are funded with the set-aside in the majority of the
states., Therefore, we focused our analysis on services funded
by at least one third of the 41 reporting states rather than
by the majority, the initial criterion we used in the .

‘ administrative analysis. ' . ' Y




Tabile 12

_ Number of States’Using Varioug Fundihg Sources to Su port Direct
' and %ppport Services Funded qx the Set-Aside, by Category®

: ~ . ~4
> Funded with .
) _ : Only with Other Other : ) Unable to

Category . - Set-aside set-aside 94-142 $§ federal $§ State $ Other $ identify
Comprehensive system 32 -7 o 1 7 11 4 4

©of personnel o o e - - ' o

development : . o . -
Model programs - ' .24 ' 15 2 2 -6 3 ' 1
Materials development 20 10 3 | 4 3 1
Advisory panel 19 " 15 1 o 0 0 3
Vocational programs 19 ST 2 6. 5 1 4
Related services .18 10 1 1 5 0 3
Research and eval- 17 ' 6 . 3 "0 3 3 3

vation , )
Residential placement 15 5 2 1 8 2 2

evaluation : . o - )
Assessment centers 15 5. 1 N 8 1 2
Interagency coordi- 15 -6 0 2 8 1 0
. -nation o . : : o . _
Child find “ T 12 . 5 0 0 5 1 -2
Parent training . 12 e« 8 2 0 2 0. 0
Recruitment and train- 1 R 0 0 2 3

ing of hearing - < :

officers ' - !
Preschool programs - 10 3 3 4 3 1 0
Summer programs : 9 3 1 1 /ﬁ\\»6 0 /0
Procedural safeguards 8 2 2 0 .2 L. il
Infant programs b 3 ! 1 1. 2 0 10
Transportation. . * 0 0 j) 1 0o ¢ 1
Other 26 10 1 4 49 0 6

N
RS

i ' ] o~ _
8Based on reports from 41 states; excludes 1 state that retained_.no direct and support
service set-aside funds; 6 other. states did not provide information, N

o




: --15, or 62 percent, of 24 staubs that funded model
| rograms with the set-aside did so only with Ehe
to .‘gset-aside; , . _

)

X %

--15, or 79 percent, of 19 states that funded advisory
| - panels with the set-aside used only the set-aside for
e that purpose;

-~ - (~-18 states used the set-aside for related services and 10.
of these, Py 56 percent, supported these seRvices only
-with setkasi e fynds; and

: ——10, or 50 percent, of 20 dtates that funded the develop-
- ment of materials’ with the set~aside did so only with
that source, >

ﬁe show these data in. table 12.

As with the administrative categories, however, bt appears.
that no activity is dependent only on the set-aside in every
state. Our respondents reported that nearly all activities -
receive state funds, and nearly all receive other
federal funds in some states., But for most activities,.the
~ number of states.using federal funds to supplement the set-aside
is smaller than the number using ,state funds. Thus, state funds
seem to be the primary supplementety funding source for the
direct and gupport services Epat are supported by the set-aside.

\ ,

In summary, our analysis of funding jsources other than the j
set-aside for administrative categories and“direct and support
services shows that no activity appears to be wholly dependent
on set-aside dollars in every state.. However, in some states
set-aside dollars seem to be the exclusive source of support for
certain personnel and service categories. 1In these states,
these categories would have to be supported by other funds if
set~aside dollars were not available.

OPINIONS ABOUT SHIFTING THE FUNDS

We interviewed state directors of special education, local
education agency personnel', federal officials, and r
p reﬂresentatives of special interest groups for their opinions
about the gffect of a shift in set-asidé funds. Beginning with
the state directors, we“vasked what would happen if set-aside
funds were not available at all, and we asked what would happen
if the proportion ‘of funds allocated for administration or direct
ahd support services were changed. We also asked for their views
\ ﬁBn the advantages and disadvantages of targeting funds sep- '
‘arately for administration and direct’ and support services.

The effect of 'a loss of all set-aside funds

Not surprisingly, the state directors told us that if
set-aside funds were not available, there would be .a large drop
_ . | ) e ,

e
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in the administrative activities that are now funded with the
set-aside. FEighteen, or 38 percent, of the 48 state directors
said that administrative activities would not continue at all,
and 24, or 50 percent, said that only some activities could -
continue to find .support. -They explained their answers most
frequently by saying that there would be fewer staff to per form
admipistrative activities. Others said that they would continue
to fulfill the federal and state mandates, and some said that
they would do less monitoring. : !

Twenty-sevén, or 56 percent; of the gtate directors said
that in the absence of set-aside funds, no direct and support
services now funded by the set-aside would be continued;' '

19, or 4Q percent, said that only some would be continued. Six
of these state directors also noted that without set-aside funds
for direct and support services, local education agencies would
be more on their own, presumably receiving less guidance,
direction, and support from the state education agencies,

As we show in table 13, when we asked ‘the state directors
where money might come from for activities currently funded by gﬁ
the set-aside, the solurce they mentioned the most frequently was
a larger budget from general state revenues. Beyond this, they s
said that funding for administrativeiactivities would. have to

-

Table 13 3

, Alternative Funding Sources for Administrative
and Direct and Support Service Activities Supported
by the Set-Aside, Reported by State Directors

"of 8pecial Education@ . ¢

¥

. States ; : States
Administrativeb - n- % Direct and supportC n_ .8
Increased budget from 16 67 Increased budget from 7 44

general revenues ' general revénues
Reallocation in Reallocation in

State educ, dept. - 6 25 Btate educ. dept. 2 12
State special ' 4 17 State gpecial 2 12
educ, dept, * educ. dept. '
Other federal programs 3 12 Other federal programs 3 19
l.ocal educ. agency 2 8  Local educ. agency 3 19
subscription gervices subgcription services
Other : . 1 -4 Other@y 4 2%

85tates could name more than one alternative funding source for
these activities. Percents are rounded to the nearest percent,

Prased ‘on responses from 24 of the 30 directors stating that at
least some administrative activities would continue in the
absence of - the set~agide, '

CRased on responses from 16 of the 21 directors stating that at
least gome direct and support services would continue in the
absence of the set-aside,




come from money already in an education funding stream—~-that is,

.

“

from reallocations within the state department of ¢ducation or -

department of special education.
least frequently as a potential resource for direct and support

services.

with a loss of set-aside money, some might seek to meet federal

But reallocation was!mentioned

.7

These responses suggest that, if state directors were faced

and state mandates and might do some monitoring by securing

fundg for administration.

The effect of shifting funds"from the administrative

or the direct and support service portions of the

set-aside to .local education agencies

.

Table 14 shbws that nearly half of the state difectors
believed that an increase in the administrative

&

Table 14

How Changes in the Administrative Portion

of the Set-Aside Would Affect Activities

by State Size, Reported by State Directors

Would not be in compliance

3Multiple responses'were allowed; directors'’

3 27 -1 3

of Specl&I’Education
( Directors
i . by state sgize All
Small ,Large -directors
Effect n § n % %
Increase in fundsp _
Would have no effect 3 27 20 54 23 48
Could hire more staff 5 46 10 27 95 3
Would have -better programs 3 27 6 16 9. - 19
and staff
Could provide more technical -3 27 3 8 6 12
assistance
Would fncrease state . 327 4 N 7 15
leadership
‘Decrease in funds€ :
Would mean global service cuts ' 7 64 16 46 23 50
Would mean staff cuts 4 36 19 54 23 50

4 . 9

reshonses were

coded into categories; table includes only categories with at
least 25 percent of responses in small or large states. Per-
cents are rounded to the nearest percent.
bpased on regponses of ‘48 state directors.
CBased on responses of 46 state directors, 11 in small and 35

in large states,

a3 09

However, most state directors probably
would be forced to curtail activities now being funded with the
direct and support services portion of the set-aside.



- { set-agide would have no effect on their programs. However, this
o view was expressed more frequently by directors in large than in
small stateg., Moreover, -nearly half of the dirdctors in small
states,.but only about a quarter of the others,LSaid that they
could hire more staff if the administrative portion increased.,

_ There were also some differences between the'responbes of.

. directors in small and large states on the potentigl effect of a
s decrease in the administrative set-aside. Nearly two thirds of
the 11 small-state directors but less than half of thg others
answering our question said that’'cutting administrative funds
would result in a general dedQrease ‘in services, The djirectors
in four states, three of them small states, said that ¢ ey would

not be able to comply with the federal statute and regidations

' - if the administrative portion of the set-asjide decreased:. T

'State size also seems to affect views about shifting the
portion of set-aside funds available for direct and support
services. As table 15 indicates, 20 directors of large states,

Table 15

How Changes in the Direct and Support Services
portion of the Set-Aside Would Affect Rctivities

. : by State Size, Reported by State Directors
i : - of épecgaI Educationd ,

L ) " Directors

. _ by state size All
‘ o Small Large , directors
- Effect _ n 2 n 2 n 3
Increase in fundsb
Would have no effect 2 20 20 56 -+ 22 48 >
" Would mean more state 4 40 5 14 -9 20
initiatives ' : :
’ Would mean more regearch and 3 30 4 N 7 15
development : ‘ :
Would be better able to meet . 3 30 4 11 7 15
state nqus :
Mecrease in funds® ’ ‘
Would have no effect 1 10 10 29 M 24
" Would mean fewer state \ 3 30 13 37 16, 36
initiatives ' ' a

Would mean service cuts 4 40 10 29 14 31

8pjirectors'-responses were coded into categories; includes only
+ catggories with at least 25 percent of response in small or '
largh states., Percents rounded to the nearest percent, . o
bpas responses of 46 state directors, 10 in small and 36
An 1 e states, : '
CBased on responses of 45 state directors, 10 in small and 35 .in
large states, ! :

44




.permit fewer state initiatives. Four dirpctors in small states

-

or more than half of those answering our question, said that an
increase in the direct and support service percentage would have
no effect on their programs. Ohly 20 percent of the directors

--of small states ‘expressed this view. We believe this shoW%s that

many large gtates would not retain and use at the state level

additional discretionary money, even if the law permitted it,

However, fthe s;ate d1rectors mentioned most frequently that
a decrease in the proportion of direct and support money would

and 10 directors in other states: also said that a decrease would"
mean a general rgduction in services. But a guarter of the
state directors, all but.one of ,them in lafﬁe states, said that

a_ decrease yould not affect their programs. ' N ©

4

Targeting funds for adminigtrative ' .- :
and direct and support services . ‘

The majorlty of the state directors of dpeci#él education
are satisfied with their states' current allocation of set-aside
funds. Thlrty one, or 65 percent, of the 48 respondents said
they were satisfied with their states' current split between

administration, direct and support serv1ces, and flow-through L
resources, : Lo

¥ |
The dissatisfied group includee, 9 of the 11 directors in .
small states; 8 of the ‘directors in small states were especially" ’

‘dissatisfied with the $300,000 small-state cap on administrative

expenditures, FEight dlrectors in large states (about one fifth)
also have problems with their states' present allocation, some
mentioning that 5 percgnt is not enough for administrative purposes
and others saying that they would like to be able to combine the
administrative and direct and support service.allocations or that
25 percent as a whole is not a large enough set—a31de.

DeSpite some digssatisfaction with the caps on
administrative expenditures, the state directors saw several
advantages to having fundd targeted distinctly for
administration, Twenty~elght, or more than 60 percent, of the
45 answering our question said that administrative funds provide
the states- with sufficient money to fulfill their
responsibilities under Public Law 94-142, More than half, or
51 percent, ihdicated that this designation prévents the arbltrary
use of these funds. Other advantages -they cited were that these
funds give federal recognltion to the importance of the role of
the state educatiop agenciesﬁin the education of t handicapped
(27 percent) and that the administrative funds gl the aqencies &

the flexibilit? """ they need {22 percent)

Nearly two thirds, or 65 percent, of the 43 state directors
answering the question about ‘the disadvantage of targeting funds
for adminiétratlon indicated that there are none, _However,_some
directors indicated that they had had problems with the. , .
proportional splitting of 5 percenf to administration and

61
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with the $300, 00

-of direct and support funds.

20 percent to direct and support serVices.g“ﬁurther, as we neted
‘above, 8 small- snete directors, or 73 percent, were dissatisfied
0

cap on administrative expenditures. ' v ¥

When asked about the advantages of maintaining distinct

funds 'for direct and support services, the state diregctors

pointed to a number of areas. Of the 43 responding, 32, or . =~ = -
nearly three fourths, said that having these distinct funds S
allows states to “Support their own priorities. About half, or 22 -
of the 43 state directors, said. that these funds allow the states *
to determine their own uses for the set-aside. A third indicated .
that having a distinct portion of. funds for direct and support
services allows a state director to build the state's |
program-development capacity and to assume a leadership role. One
fifth said that the availability of funds targeted to direct and
support seryices provides a contingency fund for emergency
situations., \The majority, 31 of the 41 answering this question,,
indicated that there are no disadvantages to the present targeting

The opinions of local education !

set-@isides of 23 percent (Arkansas), 16 percent (Oklahoma), and

o

agency personneél \ - ’

ing the on-site collection of documentary data in the
three states we visited, we interviewed by telephone three

,directars of special education in three local education agencies

in each state, for a total of nine respondents. We selected the
agencies they represented to give us a respondent from a '
suburban, an urban, .and a rural agency in each state., We were
interested in seeing the actual dollar differences that shifts , .
in the set-aside would make, and we wanted to know how the local
agencies might spend additional flow-through funds. '

. To be able to speak in specific terms to these directors,

. e hypothesized an increase in flow-through that would equal

90 percent of a.state's current Public Law 94-142 grant, the
state retaining 10 percent. This would represent a’ considerable
increase for: these local agencies, since they are in states with

15 percent (Missouri). For-the nine agéncies in total, an
increase to a 90-percent flow-through would create an additionalb
$324,379. The range would be an additional flow-through of

$2,088 to a rural agency and $187, 904 to an urban one.

We,asked all the directors what they would do with |
additignal flow-through dollars. Four of the nine respondents oo

Ao .
a

V, : .. ‘ ) ' \ ' ‘. ’ ¥
, ¥ .
j ‘ '

Iwe used these formulas: (a) (9Q percent of std{é grant/state
child count) = "H" hypothetical flow-through dollars per childa
(b) "H" x local child count = new flow-through to local educa~
tion agency. (c) New flow-through - current flow-through =
specific increase to 1oca1 “éducation agency.
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mentioned that they would-spend their additional money on

salaries or “training. 1In descending order of frequéhcy, the

other uses were for buying audiovisual equipment, conducting- -

diagnostic and assessment examinations of children, and meeting the

egﬁrgency needs of special students in the district. One director
d that the additional funds would not be enough to pay new

salaries or start-a new program and that probably they would merely |

¢over the cost of inflation. It must be noted that the responses

of so small a group cannot be considered to represent local

education agencies nationw1de or even the agenc1es in the three

states we visited . .

The oplnlons of federal officialg

and interest groups

As we’ noted in chapter 3, we interviewed 13 individuals who
_are highly interested in the set-aside program. Five were
officials who are 'or have been policymaklng officials in OSEP,
and 8 were officials of national groups of educators. Each of
the 13 respondents was asked for comments about the effects of a
hypothetical 15-percent increase or decredse in the amount Of
- the allowable sj;te set-aside, .

Reactions were generally negative, For example, some OSEP
officials saw a decrease as hurting quality, depreciating the
state role, or hampering compliance. Education-group represent-
atives also noted that a state might lose staff and fall oyt of
compliance if there were a decrease. However, one of these
respondents thought that a decrease in the set-aside would be
~.a.good thing, 'saying that it would give local education agencies
more money to operate programs. One-did not know what effect
a decrease would have. - o -

Both the OSEP and the eduoation-grohp'respondents reacted
negatively to the hypothetical increase in the set-aside. They -
cited, among other reasons, the possible loss of personnel funds
in the local agenc1es and the political infeasibility of in-
creasing a state's set-aside at the expense of the flow-through
to the local agencies.

Thus, although the reasoning varied from respondent to
regpondent, overall it appears that federal officials and
national representatives of ‘education groups would respond
generally negatively to either increasing or decreasing the

state set-aside. The consensus seems to favor the status quo.
\\ R ‘ 1]

e

SUMMARY

We examined the likely effect of a federally mandated shift
between the proportion of Public Law 94~142 grants'that the states
may retajn and the proportion that they must let flow through
directly to their local education agencies. Examining historical
trends to determine whether the states have ,shifted these
proportions VOluntarily. we found .that, although the changes over
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-set-aside in every state. WNearly all direc

. . . . \
- - 7 . . K . \

the. years have been. small, the average percentage th@t is rééiined

-+today (about 20 pereent) represents a five-point decrease from the

allowable makimum, About $53 million in additional funds flowed
through to local education agencies in 1984, 4

Analyzing the dlfferences in. the activities qfﬁthe states
that retain different proportions of their, grants, we found that
12 states retained less than 15 percent of:their grants, 17 {%
retained between 15 and 24 percent of their grants, and 19
retained 25 percent of their grants. While these groups are
distihct, the patterns for adminigtrative expenditures are -
unclear. For example, on the average, the states that retained
a low percentage of their awards funded the same number of
administrative staff (abdut. 27) as the ‘'states that retained a
high percentage, but both funded 3 more staff than the average
state in the middle. . i S ' '

/

In contrast, the patterns for d1rect and suppor ices
are clearer. Comparéd to other 'states, the states tha' tained
a low percentage spent .a smaller prdportion of their direct and.

-support service set-aside funds on research and evaluation,

vocational education, pre&school programs, the training of
parents, and other miscellaneous attivities and spent a larger
proportion on comprehensive systems of personnel development,.
model programs, assessment centers, and residential placement. :
This suggests that reducing the set-aside might lead the states

1}

. to concentrate on a few act1vit1es and reduce their support for

others,

‘When we asked the states to identify other sources of funds

. that supplement the set-aside in support of wvarious activitijes,

more than one half of the states reported using only the
set-aside to fund administrative support staff involved with the
set-aside program. Fiscal managers and legal and procedural
personnel also are particularly dependent on sét-aside, funding
in many states. However, no administrative chtegory furded by
the set-aside is dependent exclusively on set-aside money in
every state., Most frequently, the states supplement the
set-aside's admlnistrative functions with state funds. '*k7

‘Four direct and support services stand out because they are,
funded by at.least 18 states and appear to depend solely on the |
set-aside in at least half of these states: model programs,
advisory panels, materials dévelopment, ‘and support services

‘related to the ‘education of the handicapped, : However, as with the

administrative categories, no activity is d&ndent on only the

and support services
receive state funds, and nearly a11 eceive other federal: funds
in some states,

The state directors of special education told as that, in

- general, they believe that thé& present division of Public Law:

94-142 funds should *hot’ he changed. :*"Nearly two thirds ate

- gatisfied with their states‘ current altocetions to .

\
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o
administrative, direct and support service,’ and flow-through
funds. . The majority also see :distinct advantages in maintaining
a separate targeting of funds for administrative purposes and
direct and support services. However, 8 of the 11 directors of
small states expressed dissatisfaction with the $300 000 cap on
administrative set-aside expenditures. . , .
In total, our: analysis of the likelf effect of a mandated .
‘shift in the set~aside proportion shows that, while the states
‘have already shifted funds on their own, a mandated change would.
not be favored by. state directors of special education.
Moreovér, the; analysis of differences in activities in states
that retain dlfferent proportions#of their awards suggests that
‘a'mandated shift could be accpmpanigd By a change in the types
of direct and support activitgss suported with these fumgﬁ
Your information is not sufficient to comment on the
availability of nonfederal funds to support activities that
migh® be dropped if a shift occurred -
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SUMMARY

advisory’ panels, support services related to

_ services supported with set-aside funds.

- CHAPTER 5

SUMMARY AND CONCLUSLA;S' o L 3
~ - T " ) °

Under the Education for All Handic pped Children Act of
- 1835, commonly known as Public Law 94-7142, each state is allowed
to retain, or set aside, .25 percent o its grant. for its own use:
under broad federal guidelines. +Eacly state must flow through
75 percent of the grant directly to the state's local education
agencies. 1In the federal fiscal ygqar 1984, Public Law 94-142
was funded with slightly more than %1 billion. Ofy this, the
states set. aside 25 percent, or more than $250 ynillion, for the
use of the state education agencies. 1In this feport, we have
identified the activities that the states funded with the

., set-aside, the' functions they serve, and the probable effect of

shifting the proportions of the grant that can be retained for
administratlve purposes and direct and support services.

The states fund a variety of types of service. at a variety
of levels. Despite their differences, theistates' use of Public

.L.aw 94-142 funds is consistent with the sern broad purposes

specified ﬂn the legislation.

“ None of the ‘administrative activities or direct and sapport
services that are funded with the set-aside are dependent on
only that source in every state. However, model programs,
the education of
the handicapped, materials development, and cértain administrative
personnel, among other things, seem éspeciall dependent on the
set-aside money-in a large proportion of the gtates that use the
set-aside for these purposes. b B
W -,5 \ .
When analyzing the probable effect of a 1 :
in the set-aside praportion, we fouﬁd\that, although the states
have changed their set-aside percentaQes only slightly year by
year since 1978, in 1984 the average state rethined only
20 percent of its grant. This is a fiye-point}voluntary decrease
from the allowable 25-percent maximum. \" Thus, the states have in
effect shifted funds from the set-amjide to thejir Yocal education
agencies on their own. We found also that the{ states that
retained less than 15 percent of their awards funded fewer types
of gervice than other states and concentrated itheir resources on
their comprehensive gsystems of personnel development, assessment

gislated change

centers, residential placement programs, and model programs. This

finding is consistent with the idea that a legiylated change - in
the ‘set-aside would be accompanied by a change in the patterns of

4

In general, the state directors aof special education
believe that the present divigion of publiesfaw 94-142, funds

_ 1. _ 4 _
g s - 66 B




-would
-specia
.groups

- allocated tthe set-aside in a mann that meets the federal

~

should ngt bhe changed. Sixty-five percent are satisfied with
their\ states™.gurrent - division of funds between administration,
direct and sup§3rt services, and flow-through to local education
agencies. Their consensus is that a decrease in the set-aside
ave a negative effect on state programs. Directors of
education’ in school distr{cts, federal ficials, and

th special interests in the education the
handicapped also favor maintainlng the status gfnwo.

In gdneral, the state directofs of special education
express. the beljef that the set-aside is working without major
problems. \Most of them-appear to believe that their states have -

mandates arld responds to state needg., We concur that the
states' use of the set-aside is consistent with the federal
legislation and meets their needs. However, our. findings
suggest that the stat quo might be modified in several
ways. - '\ ' .

1. MOst of the states are not using their full set-aside
allotment, particularly the portion that is used to fund dlrect
and support services. On the average, the states retain

20 percent of the set-aside instead of the allowable 25 -percent.

A legislated 5-percent decrease in the set-aside would formalize
what 29 states have already accepted voluntarily. However, a
5-percent decrease might have a negative effect on the 19 states
that retain the full 25 percent. We conclude that the advantages
&f allowing the states to continue to make this choice voluntarily
prabably outweigh the advantages of mandating a reductiqn.

2. The states vary greatly in the types of activities thay
fund with- the set-aside, particularly those that they support
with the direct and support services portion. Overall, the
states are using the flexibility that the legislation and the _
regulations allow. It would tHerefore appear that the states _ ‘
would need more specific guidance if certain activities such as
research and evaluation, "child=find" programs, or programs
for infants were to be supported by the set-aside or,
conversely, if there are activities that the states are fundlng

_that should not be supported by the set-aside.

3. Although 8 of the 11 directors of qpecial education in
"small" states (as defined by their "child counts") are

‘digssatisfied with the $300,000 cap on administrative

expenditures, other: evidence from our review is not sufficient
for commenting on. the merits- of raising the cap. However,
because the small states are generally dissatisfied with this
provision, we beliaVe that the argument for allowing the small
states the flexibility of allocating a larger percentage of

funds to administrative purposes should be considered. .

bd
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. MATTER FOR CONSIDERATION.

-

BY THE SUBCOMMITTEE ' | o )

Better information on the get-aside ig needed. When federal
money is appropriated, it is important to know how the money is
spent and whether it continues to be ‘heeded., Yet no national . -
data have been available for evaluating the set-aside program.: ’
.The current regulations do not require the states to report the
proportion they retain from their grants and the proportions they
ruse for administration and direct and support services each year. -
1f such minimal information were available, i would at least be
possible to track trends in state and local allocations and to -
determine, among other things,- whether the states are continuing
to make voluntary reductions in the set-aside. Our experience in
collecting information for this review suggests that information
about set-aside proportions would not’be difficult for the states
| : to; report to the Office of Special Education Programs as par$ -
of their annual performance reports on Public Law 94-142, The
information would be similar in kind to other data that are in-
‘cluded in the Department of Education's annual report to the .
Congress on the ‘implementation of‘Qublic Law 94-142, and the de-
‘partment might want to include it 1in the document, ' Overall, we
do not believe that ¢ollecting and reporting this basic¢ informa-

o tion would add greatly to the states' or the department's data

' ' collection and reporting burden. "

" In addition, data on egxpenditures for- specific types. of
activities that are funded by the set-aside and information on
how well the activities are carried out, how effectively they
achieve their .stated purposes, and how well state administrative
activities and support and direct serviceg meet the needs of

~ handicapped studénts would provide far more information than we

b were able to find, than ig'requireh,-or than is available to
policymakers. -However, in contrast to the basic information
suggested above, the need for this kind of detailed information
would have to be weighed cgrefully against the cost of producing
it, given that it would impose 4 significant reporting burden on
the states. . ' '

AGENCY COMMENTS /

/!

Officials of the U.S. Department of Education revigwed a
draft of .this report; we have incorporated their oral comments
as appropriate. Overall, they Ffound the report to be accuraté
and agreed with our concludihg observations. In the opinion of"
. these officials, however, not even minimal additional report-
ing requirements for the set-aside cquld likely be imposed - 4
without statutory ovr regulatory changes.
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" : : ‘October 20, 1983

-Washington, D.C. 20548

Mr. Ch#irles Bowsher - ,
Comptroller General . : £
U.S.» General Accounting Office .

441 G Street, NW ' '

Dear Mr, Bowsher: .

As Chairman of the Senate Subcommittee on the Handlcapped I

am most ifterested in determining the effects of the 25% set-
aside to.States in PL-94-142 (Education for All Handicapped
Children Act) on the functions of activities of State Offices’
of Special Education. We are requesting the assistance of the
General Accounting Office in examining this questlon in order
td provide testimony for hearings on the Act in spring 1984 as
parth of our general concern for appropridte federal, state and
local roles in education. We believe this evaluative question
could be addressed rapldly through the case study methodology

desqgahgd to-us by staff from the Institute for Program Evalu-
atie L

Moréi%pec1f1cally, PL 94-142

quires States to take responsi-
blligl s of an educatlonal, onitoring, and enforcement nature
that‘ﬁgr many States diffeps greatly from their prior yoles in
relation to both the Fedefal government and local school dist-
rics. A total of 25% of the funds awarded to the State under
PL 94-142 are set asi to a551st’States in preparing to carry
out these respon51b111t1es and to a certain extent in actually
carrying ‘them out. _ , .

o

The 25¢ ‘set-aside in PL 94-142 provides more than $250,000,000

annually to States. This is the single largest source of funds

going from the Federal government to State offices of special

education. States were given considerable flexibility in their

use. While some descrlptlve information is available on how

more recent and more evaluative information with regard to the
effects.of the funds on state office functioning at present.

We would llke 1nformationx three questions:

--What functions are the“25% set-aside funds fulflllan
in the services of PL 94-14 objectives? What activi-
‘ties support these functions

&
’ . . . /
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States have used- these ‘funds since 1978, the Subcommittee needs .
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Mr. Charles Bowsher
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7

--What is the relation between thesd monies .and other

' Federal/State support for State office of special ed-
ucation functions? Have these monies been used to
supplant other state or federal funds?

--What would be* the probableAimpact on how State offices -
- of gpecial education would function if the proportion
of funds going to SEAs relative to LEAs were shifted?

B o Ty v .
.1t would be useful, in selected states, to examine what functions
the 25% set-aside is serving in carrylng out the mandates of
PL 94~ 142,fgs seen, for example, in allocation dec131ons sjnce 1978
in state plans, evaluation reports, annual reports and from the
perspectives -of intended benefjciaries. In these selected states

it also would be helpful to examine funds available to State Depart-

ments of Special Education from PL 94-142 and from other Federal
. and State resources to carr{ out responsibilities required. by

since 1978? What is their current status®? ) .

. The Subcommittee. is conce ned wiﬂ1l§ﬂxnning generallzable inform-
ation in a relatively shoi% time. We therefore reqdest a briefing )
early in the study of the basis on which the States to be examinaed
will be selected, after which we could decide to continue, ad-
just 'or reexamine the“value of the effort :

b ]
It would be helpful to the Subcommittee to have the flndlngs of
- this review presented in testimony at hearlngs this spring and more’

fully in a report to follow thereafter.  If _you have any questions,
please tall Dr. N1na Bar-Dro -6265.

[]

k4
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ely,

Lowell Weilcker,
United States Senat

LW/ 1w .

e

PL 944142, and other Federal and State laws. How -have these changed '
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NINE LOCAL EDUCATION AGENCIES

APPENDIX II

[

fArkansas | ) e
Alma—Crawford ‘County'
Alma School District
Alma, Arkansas 72921

_Hampton-Calhoun County
Hampton School  bDistrict
Hampton, Arkansas\ 71744

Pulaski County

Pulaski County Special School
District

1500 pDixon Rd.: . [

Litele Rock, Arkansas 72206

Missouri g

.Houston-Texas County .

Exceptional Child Education. .

Cooperative
‘Houston Schoof District
423. West Pine
. Houstog, Missouri 65483
Richmond~Ray County
Richmond School District
426 West Main

Richmond, Missouri

St.
St.
911

. 64085

Louis-St. Louis County

Louis City School District

Locugt Street

St. Louis, Missouri 63101

.Owasso, Oklahoma

CONTACTED BY GAO ~

Oklahoma

Owasso-Tulga County .

Owasso Independent School
District ‘

74055

Pawhuska~0sageé County

Pawhuska Independent”School
District - ‘

Pawhuska, Oklahoma 74056

Waurika~Jefferson'County

Waurika Independent School
District

Waurika, Oklahoma 73573




« ~ APPENDIX III ' ' . . , APPENDIX IIT
| ‘ : .
‘ : THE SET-ASIDE AS A PERCENTAGE OF STATE

EDUCATION EUDGETS.FOR 1984 STATE FISCAL YEARS
, . 7 =

~ -

Set-aside . Set-aside as percent of budgetad

- -amount Flementary and
State (thousand §) secondary educ. Special educ.
Alabama 4,834 0.3 4.2
Alaska . 578 0.1 1.0
: " Arizona 2,438 » 0.2 3.5 \
e Arkansas -7 2,624 0.4 5.4
. California - 15,940 0.2 T1.9
Colorado , 1,498 0.2 3.5 i
Connegticut 3,075 0.2 1.3 -
Delaware 691 0.3 2.3 -
Florida 9,141 0.2 2.3
Georgia | 5,435 0.3 b
Idaho 965 - b b
Il1linois! 13,650 0.6 3.7
Indiana 2,163 T 0.2 . 3.0,
Iowa 3,428 0.2 1.5
Kansas - b j b b
Kentucky ' 2,437 0.2 2.1
Louisiana 4,988 0.4 _ 3.0
Maine . 1,538 0.4 3.8
Maryland _ 5,456 - 0.3 2.0
Massachusetts 2,477 0.2 1.0
, Michigan . 4,964 0.3 e 1.0
I Minnesota 1,984 0,2 1,6
* ‘Mississippi - 1,321 b b
{ Missouri . 3,944 0.4 4.1
‘o . Montana 720 : 0.2 2.7
' Nebraska - .1,786 0.2 3.1
- Nevada . 6Q9 0.4 - 2.8
New Hampshire 748 0.2 7.5 .
New Jersey 9,726 0.4 4.7 '
New York 14,491 0.3 . 1.4
' North Carolina 2,278 0.1 1.7 °
North Dakota : 383- 0.2 3.8
" Ohio | 10,750 0.4 8.7
* Oklahoma . 2,577 0.4 10.7
K 0n4 v 508

Oregon 2,543

8rounded to nearest ‘.1 percent. | X
g brnformation not reported. o - «
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| Y
‘Set-aside Set-aside ‘as perqent.of\budgetﬁ
amount Elementary: and . . .
State {thousand §) Secondary educ. Special educ.
Pennfylvania -11,020 *0;6&_ 2.9
Rhode Island y 927 0.4 4.6
South Carolina 1,573 0.2 1.8
South Dakota - 699 0.7 5.8
Tennessee 2,370 0.2 2.1
Texas _ ) 16,616‘“\_ 0.4 3.2
Utah : 2,208 : 0.3 5.0 '
‘vermont . . 432 0.4 2.1~ !
Virginia 2,222 ' 0.2 2.7
-Washington - 3,763 0.2 - 2.5.
QWest: Virginia 1,921 0.2 b
Wisconsin . 4,328 0.2 - 0.5
Wyoming » - 446 - b b
Highest 16,616 - 0.7 10.7
‘Lowest ' 383 ° 0.1 0.5
Median . 2,437 0.3 2.8
No. of states 47 ‘ 45 42
reporting
‘aRpounded to nearest 0.1 percent. ’ ‘ ' l
bInforma;ion not reported. . i
A
it
. - 0
O. ' ...-.,‘
e : . . : . s ‘.
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State

Alabamg
Alaska
Arizona
Arkansas
California

Colorado
Connecticut
Delaware
Florida
Georgia

IdahoP
Illinois

" Indiana

Towa
Kansas

Kentucky
Louisiana
Maine
Maryland

Massachusetts

Michigan
Minnesofa
Migsissippi
Missour}
Montana®.

-Nebraska

Nevadab

THE STATES' DISTRIBUTION OF THE SEEﬁHSIDE

T

>

’\’ﬁ‘-

New Hampghireb

New Jersey
New York

apercentayes do not

Psmall state.

.

FOR 1984 STATE FISCAL YEARS

\

$ retained

APPENDIX IV

58

all round to 100.

Direct and ok

- Flow~ ' . 8support :
through Administratjon ™ : services’ Total?d
76 5 19 100,
75 13, 12 100
81 5 15 101
77 5 18 100
84 4 13 101
91 5 5 o 101,
80 57 15 100
) 75 1 14 100
75 5 20 100
79 3 17 99
75 @ 7 18 100
75 - 5 20 100
90 2 3 7 100
75 . 5 20 100
77 5 18 100
86 4 10 100
75 5 - 20 /100
78 5 17 7100
75 5 R 20 100
93 5 3 101

\ .
X6 5 ~9 ., 100
90 5 5 - 100
89 5 6 100’
86 5 10 101-
78 9 13 100
76 5 19 100 :
81 10 10 101
75 10 15 100
75 5 20 100
75 5 . 20 100"




APPENDIX IV

.

% régpihed

R
. o \‘ Direct. and -
"y Flaw- . support ¢
. State “through Administration services .
- . “ ’
Nor th Caroliga 92 ' 5 3
"'North, Dakota 85 15 0
Ohio . 77 3 20
Oklahoma 84 5 . 1
Oregon 75 5 -20 -
Pennsylvania 75 5 20
Rhode IslandP 80 7 13
South Caroliga 90 ;Y 5 6
‘South Dakota 7% 10 15
Tennessee 91 4 5
Texas 75 s 20
~Utah 75, hd 5 19
Vermontb 75 - 17 - 8
Virginia 91 - 5 > 4
Washington 75 5. 20
. ' 4 3
. o . _@
West Virginia 80 5 15 .
Wisconsin . 75 5 . 20
wyoming : 80 14 6
. . Righest 93 17 20’
Average® 80. 3 6.2 13.6
Lowest 75 3 )
No. of states 48 48 48

&
R 'Y

reporting

apercentages do not.all round to 100,
bsmall state. ° '

CRounded to nearest 0.1

]

!

v TD73194)

percent.
3 &.
‘ 1
75
59

- APPENDIX IV

Totald

100

100

100.
- 100

100

100

100
101

100

100

99
100
100

100

100
100
100

7100



